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SENATE—Monday, February 22, 1993

The Senate met at 10 a.m., on the ex-
piration of the recess, and was called to
order by the Honorable JOSEPH L
LIEBERMAN, a Senator from the State
of Connecticut.

APPOINTMENT OF ACTING
PRESIDENT PRO TEMPORE
The PRESIDING OFFICER. The
clerk will please read a communication
to the Senate from the President pro
tempore [Mr. BYRD].
The assistant legislative clerk read
the following letter:

(Legislative day of Tuesday, January 5, 1993)

U.S. SENATE,
PRESIDENT PRO TEMPORE,
Washington, DC., February 22, 1993.
To the Senate:

Under the provisions of rule I, section 3, of
the Standing Rules of the Senate, I hereby
appoint the Honorable JOSEPH I. LIEBERMAN,
a Senator from the State of Connecticut, to
perform the duties of the Chair.

ROBERT C. BYRD,
President pro tempore.

Mr. LIEBERMAN thereupon assumed

the chair as Acting President pro tem-
pore.

RECESS UNTIL 10 A.M,,
WEDNESDAY, FEBRUARY 24, 1993

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the
Senate now stands in recess until 10
o'clock a.m., on Wednesday, February
24, 1993.

Thereupon, at 10 o’clock and 24 sec-
onds a.m., the Senate recessed, under
the order of Thursday, February 18,
1993, until Wednesday, February 24,
1993, at 10 a.m.

@ This “bullet” symbol identifies statements or insertions which are not spoken by a Member of the Senate on the floor.
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HOUSE OF REPRESENTATIVES—Monday, February 22, 1993

The House met at noon and was
called to order by the Speaker pro tem-
pore [Mr. BONIOR].

DESIGNATION OF SPEAKER PRO
TEMPORE

The SPEAKER pro tempore laid be-
fore the House the following commu-
nication from the Speaker:

WASHINGTON, DC,
February 19, 1993.

I hereby designate the Honorable DAVID E.
BONIOR to act as Speaker pro tempore on
Monday, February 22, 1993.

THOMAS 8. FOLEY,
Speaker of the House of Representatives.

PRAYER
The Chaplain, Rev. James David
Ford, D.D., offered the following
prayer:

As we seek to live our lives in dignity
we offer our thanks, Almighty God, for
the gifts of remembrance and tradition
and the heritage of our faith. We are
grateful that we have had the instruc-
tion of parents and colleagues, of
friends and teachers, who have shared
wisdom from their time and place. As
we remember what we have been given
and as we celebrate our legacy of ideas
and our birthright of spiritual values,
may our hearts be full of thanksgiving
and our attitudes full of grace. In Your
name, we pray. Amen.

THE JOURNAL

The SPEAKER pro tempore. The
Chair has examined the Journal of the
last day's proceedings and announces
to the House his approval thereof.

Pursuant to clause 1, rule I, the Jour-
nal stands approved.

e —

PLEDGE OF ALLEGIANCE

The SPEAKER pro tempore. Will the
gentleman from Mississippi [Mr. MONT-
GOMERY] please lead the House in the
Pledge of Allegiance.

Mr. MONTGOMERY led the Pledge of
Allegiance as follows:

I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under God,
indivisible, with liberty and justice for all.

ANNOUNCEMENT BY THE SPEAKER
PRO TEMPORE

The SPEAKER pro tempore. The
Chair desires to announce that pursu-
ant to clause 4 of rule I, the Speaker

signed the following enrolled joint res-
olution on Thursday, February 18, 1993:

H.J. Res. 101. Joint resolution to designate
February 21 through February 27, 1993, as
“National FFA Organization Awareness
Week."

COMMUNICATION FROM CHAIRMAN
OF COMMITTEE ON STANDARDS
OF OFFICIAL CONDUCT

The SPEAKER pro tempore laid be-
fore the House the following commu-
nication from the chairman of the
Committee on Standards of Official
Conduct:

COMMITTEE ON STANDARDS OF
OFFICIAL CONDUCT,
Washington, DC, February 17, 1993.
Hon. THoMAS 5. FOLEY,
Speaker, House of Representatives, Washington,
DC.

DEAR MR. SPEAKER: This is to inform you
pursuant to rule L (50) of the rules of the
House that the Committee on Standards of
Official Conduct has been served with a sub-
poena issued by the U.S. District Court for
the District of Massachusetts.

Sincerely,
JIM MCDERMOTT,
Chairman.

———
JUDGE DAVID L. BAZELON

(Mr. EDWARDS of California asked
and was given permission to address
the House for 1 minute and to revise
and extend his remarks and to include
extraneous material.)

Mr. EDWARDS of California. Mr.
Speaker, last Friday here in Washing-
ton, the Nation lost one of its greatest
judges, David L. Bazelon, who passed
on after a long illness.

For more than three decades Judge
Bazelon was the Nation’s leader in in-
sisting that our criminal laws be en-
forced in accordance with the Constitu-
tion’s intentions, with every defendant
guaranteed his or her rights to a really
fair trial.

Judge Bazelon rendered many history
making decisions, each of which
brought our society closer to civility
and fairness. He emphasized that the
root causes of crime were inadequate
housing, education, and job opportuni-
ties, and that removing these hurdles
was essential.

Mr. Speaker, on behalf of all of Judge
Bazelon's many friends and admirers in
Congress, I send our condolences to
Mickey Bazelon, Judge Bazelon's
widow, to his sons, James and Richard,
and to all the members of his loving
family.

Mr. Speaker, I insert in the RECORD
today’'s Washington Post's editorial

and Sunday’'s New York Times' obitu-
ary written by Marilyn Berger.

I also include the eloquent remarks
of Chief Judge Abner J. Mikva and
those of Judge Patricia Wald, both of
the U.S. Court of Appeals for the Dis-
trict of Columbia Circuit, delivered at
Judge Bazelon’s funeral yesterday.

[From the Washington Post, Feb. 22, 1993]

DAVID L. BAZELON

Friday two of the most famous and revered
members of the federal judiciary here died.
David Bazelon was the youngest man ever to
sit on a federal appellate bench when he was
appointed to the U.S. Court of Appeals here
in 1949. Judge Bazelon, who was 83 years old
when he died, had grown up poor in Chicago
and struggled to put himself through college
and law school. In his career as a lawyer and
judge, he demonstrated special concern for
those who came from backgrounds of depri-
vation and, for whatever reason, had not suc-
ceeded as he had. Throughout his career he
argued that the absence of adequate housing,
education and job opportunities was the root
causes of crime and that changing these fac-
tors was the crucial step in reducing crimi-
nal conduct.

A federal prosecutor, private practitioner
and head of the Justice Department’s Lands
Division before he went on the bench, Judge
Bazelon was fascinated by the psychological
and social aspects of the legal matters that
came before him. He wrote extensively and
had a national reputation as an innovative
thinker, constantly urging his colleagues to
consider disciplines outside the law and in-
corporate what was useful and progressive
into their decision making. He was perhaps
best known—and in time most controver-
sial—because of his rulings in the area of
mental illness and criminal responsibility.
As a member of what most lawyers consider
to be the second most important court in the
country, and as its chief judge for 16 years,
he also won a reputation as an authority on
government regulation and a champion of
civil rights and civil liberties.

Judge Bazelon was a national figure who
was also an important and influential mem-
ber of this community. He was as interested
in bettering local schools as he was in fed-
eral legislation and psychiatric theory. His
brilliant career was cut short by Alzheimer’'s
disease, and his retirement seven years ago
deprived the court and this city of his influ-
ence and his intellect. His writings, his inno-
vative approach to the law and his example
of service and scholarship endure.

[From the New York Times, Feb. 21, 1993]
D.L. BAZELON, 83, DIES; POWERFUL JURIST
(By Marilyn Berger)

David L. Bazelon, who as a Federal appeals
court judge for three decades wrote land-
mark opinions extending the rights of the in-
dividual and expanding the rights of crimi-
nal defendants, died on Friday at his home in
Washington. He was 83.

Judge Bagzelon stepped down from the Unit-
ed States Court of Appeals for the District of
Columbia in 1985, saying he was having prob-

O This symbol represents the time of day during the House proceedings, e.g., (11407 is 2:07 p.m.
Matter set in this fypeface indicates words inserted or appended, rather than spoken, by a Member of the House on the floor.
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lems with his memory. In his last years, he
suffered from what was believed to be
Alzhemier's and Parkinson's diseases, his
family said.

As Chief Judge of the appeals court from
1962 to 1978, Judge Bazelon presided as the
court was breaking ground in criminal law
and on issues as diverse as Presidential
power and nuclear power, broadcasting and
the use of the powerful insecticide DDT.

His court's broad reach resulted from its
Jjurisdiction over Federal regulatory agencies
and its role as the appellate court for the na-
tion's capital. As the Federal Government
grew, s0 did the influence of Judge Bazelon's
court. Next to the Surpreme Court, his was
considered the most influential court in the
country. As its Chief Judge, he was one of
the most influential jurists in the land. He
was also the focus of sharp debate among ad-
mirers and detractors.

PURSUIT OF FAIRNESS

In a career spanning eight Presidential ad-
ministrations, Judge Bazelon (pronounced
BAA-zeh-lawn) became a familiar figure in
Washington society, a welcome guest with a
warm sense of humor, who stayed trim by
jogging regularly.

He was a handsome, white-haired man,
given to peering down from the bench over
his half-glasses, often to ask a penetrating
question, Rather than follow precedent set in
a simpler time, he questioned the status quo
and sought to apply new findings in the so-
cial sciences and psychiatry to issues the
court faced.

In an interview as he stepped down as Chief
Judge, he said: “In this job, you have to ask
the guestions that tend toward greater fair-
ness. Without the right questions, you'll
never get the facts that will lead you to bet-
ter answers.”

Judge Bazelon, who believed that the judi-
ciary should reach beyond the bench and
speak out on social issues, was assailed by
conservatives as being soft on crime and by
some legal scholars for bringing the judici-
ary into the regulatory process.

There was a spirited and bitter antagonism
between Judge Bazelon and Chief Justice
Warren E. Burger, who had served with him
on the appellate court.

“JUDICIAL INTERVENTION RUN RIOT"

In a scathing Supreme Court opinion in
1978, Justice William H. Rehnguist, reflect-
ing the views of the Burger Court, accused
the Bazelon court of ‘‘judicial intervention
ran riot."” In the 7-to-0 opinion, with two
Justices not voting, the Supreme Court over-
turned a decision by Judge Bazelon's court
to block the operation of nuclear reactors at
the Vermont Yankee power plant. The lower
court took the action even though the Nu-
clear Regulatory Commission had issued an
operating license for the plant.

The Justices declared that the lower court,
which had based its decision mainly on envi-
ronmental grounds, had no business impos-
ing its own “notion of which procedures are
best or most likely to further some vague,
undefined public good.”

But Judge Bazelon was a heroic figure to
many liberals. Joseph L. Rauh Jr., the Wash-
ington lawyer who served as a clerk to Jus-
tices Benjamin Cardozo and Felix Frank-
furter, wrote to Judge Bazelon in 1979, "I
have worked for great judges and have
known many more great judges, but I believe
you have had the most socially useful judi-
cial career in my lifetime.”

Former Justice William J. Brennan, Jr, of
the Supreme Court, long a close friend of
Judge Bagzelon, said his major contribution
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was in extending the Bill of Rights to re-
strict state power. Justice Brennan said in
an interview in 1989 that Judge Bazelon was
particularly instrumental in expanding the
right of defendants in criminal cases to be
represented in court and in extending to the
states, through a series of rulings during his
years on the appellate court, the right to
prohibit evidence that was improperly ac-
quired.

It was not enough, in Judge Bazelon's view
for a defendant to have legal representation.
He believed that the Constitution required
the court to look at the quality of that rep-
resentation. When he saw a lawyer who did
not put enough effort into a case, he would
often point at the lawyer and say, ‘‘There
goes a walking violation of the Sixth Amend-
ment.”

REDEFINING CRIMINAL INSANITY

In 1954, applying modern psychiatric theo-
ries, Judge Bazelon established a new defini-
tion of insanity as a defense in criminal
cases. Previously, for almost a century, the
test was whether the defendant knew right
from wrong. Judge Bazelon wrote in his deci-
sion in Durham v. United States that *‘an ac-
cused is not criminally responsible if his un-
lawful act was the product of mental disease
or mental defect.”

In 1972 Judge Bazelon concurred in his
three-judge court's decision to establish a
more restrictive test, but his opinion in the
Durham case generated new consideration of
the insanity rule.

Much of his activity on and off the bench
was aimed at removing the causes of crimi-
nal behavior, making prisons less brutal and
assuring greater fairness in sentencing. He
vigorously opposed mandated prison sen-
tences that did not give a judge flexibility to
set the term. He also urged that society deal
with injustices that he believed bred crime:
poverty, broken families, racial discrimina-
tion and lack of educational opportunity.

In an article in The New York Times in
1977, Judge Bazelon wrote: “It is always easy
to concede the inevitability of social injus-
tice and find the serenity to accept it. The
far harder task is to feel its intolerability
and seek the strength to change it.”

COMPASSION FOR UNDERDOG

As the youngest of nine children, David
Lionel Bazelon once said he came by his feel-
ings for the underdog almost as a birthright.
He was born in Superior, Wis., on Sept. 3,
1909, to Israel and Lena Bazelon. His father,
who ran a general store, died when David was
2 years old.

The family, virtually penniless, moved to
Chicago, where the future judge attended
public schools. He attended the University of
Ilinois but transferred to Northwestern Uni-
versity, graduating in 1931 with a law degree.
All the while he worked as a store clerk or
movie usher to pay his way,

He entered private law practice in Chicago
and became active in Democratic politics. In
1935 he was appointed an assistant United
States attorney for the Northern District of
Illinois.

In 1936 he married Miriam M. Kellner. Be-
sides his wife, his survivors include two sons,
Richard of Philadelphia and James of San
Diego; a brother, Gordon of Palm Springs,
Calif.; a sister, Anne Safer of Milwaukee, and
four granddaughters.

CALLED UPON BY TRUMAN

In 1940, he returned to private practice.
But six years later he went back into Gov-
ernment service after President Harry 8.
Truman named him an assistant Attorney
General. He was put in charge of the lands
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division of the Justice Department. In 1947
he became administrator of the Justice De-
partment's Office of Alien Property.

J. Edgar Hoover, Director of the Federal
Bureau of Investigation, was an early friend
and patron, despite differences in political
views. It was Hoover who urged Mr, Bazelon
to take the job in the Justice Department
and who supported him for the judiciary.

In 1949, Mr. Bazelon was named to the ap-
peals court in Washington, becoming the
youngest judge in the court’s history. He be-
came Chief Judge in 1962 and was the leader
of the court's liberal majority before he
stepped down in 1978. In 1979 he accepted sen-
ior status on the court and continued to hear
occasional cases and write opinions until
1985,

Judge Bazelon wrote a series of opinions
affecting the major issues of his time, from
McCarthyism to the Watergate scandals. In
the early 1950's, when Senator Joseph R.
MecCarthy of Wisconsin held his highly pub-
licized hearings on supposed Communist in-
fluence in government, Judge Bazelon upheld
the rights of individuals to refuse to answer
Congressional committees’ questions that
were not shown to be pertinent to the au-
thorized inquiry.

In October 1973, he ruled that President
Richard M. Nixon was required to hand over
certain tape recordings sought by the Water-
gate grand jury and that claims of executive
privilege were invalid. Three years later, he
supported the dissemination and sale of re-
cordings of Presidential tapes that were used
as evidence in the Watergate trials. The pos-
sible embarrassment of Mr. Nixon, he wrote,
“is largely that which results whenever mis-
conduct or questionable conduct is exposed.”

OTHER MAJOR DECISIONS

Among his other opinions were these:

A 1963 reversal of the conviction of the
Communist Party for failing to register
under the Internal Security Act. He wrote
that under the Fifth Amendment, no one can
be forced to declare an association with a
party that has been labeled criminal.

A 1966 ruling that patients in public men-
tal institutions were entitled to treatment.
He wrote that “indefinite confinement with-
out treatment may be so inhumane as to be
‘cruel and unusual punishment.'"’

A 1971 order directing the Environmental
Protection Agency to cancel all uses of DDT.

A 1977 ruling barring newspapers from
owning radio or television stations in the
same city.

A 1979 finding in which he overturned a
year-old order that prevented an anti-war
group from making public information about
spying by the Central Intelligence Agency.

Judge Bazelon watched America become a
litigious society and he welcomed it.

“For nearly 200 years of this nation’s his-
tory, few blacks, Hispanics or Asian-Ameri-
cans, to name only a few of the victims of
oppression, would have thought of taking
their claims to court,” he said in 1983. “If
the so-called litigation crisis is due in any
significant part to the increase in social ex-
pectations of the disadvantaged and to soci-
ety’s growing sensitivity to these issues,
then in my opinion the increase in litigation
is a healthy one."”

EULOGY FOR DAVID L. BAZELON

(By Abner J. Mikva, Washington Hebrew
Congregation, February 21, 1993)

When I was appointed to the United States
Court of Appeals for the District of Columbia
Circuit in 1979, the Court was known as
Bagzelon's Court. It had been known as such
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for many, many years before that. It is still
known as such in many, many circles. It was
not just that he had served as a judge of that
Court for almost 40 years, and as its chief
judge for almost 16 years. It was Bazelon's
court because he made it into his powerful
forum for challenging the inadequate status
quo. He refused to accept the notion that in
a country that had become a pioneer in psy-
chiatric medicine, we should continue to
apply a century-old definition of legal insan-
ity that did not make sense even when it was
first adopted. He could not understand how
our legal system, that was the envy of the
world, remained inaccessible to so many
poor people who needed to use it. He could
not understand why judges were so chary in
applying those noble guarantees of freedom
inscribed in our Constitution's Bill of
Rights. Some judges squirmed at being de-
scribed as controversial. Not David Bazelon.
He could not understand why judges should
aspire to be anything else. Judges were sup-
posed to distribute justice. By definition,
that is controversial. You did not do that
lying down with one arm tied behind your
back. You did not do that seeking to win
popularity contests with prosecutors or the
Congress, or even your colleagues. He chafed
at some of the jurisprudential doctrines, like
standing and ripeness and abstention which
were often used to slow him down in his pur-
suit of justice. He was a passionate judge
about those freedoms and rights, and he was
prepared to joust with anybody who resisted
their application—academics, colleagues, the
Supreme Court, Congress. And because he
cared so deeply, he won many more of those
jousts than he lost.

Bazelon's Court. He beamed when I told
him the story of a mutual Chicago friend
who asked about me. When I told him that I
was a judge on the Court of Appeals in Wash-
ington, the friend replied, “That's Bazelon's
Court. What do you do?" David liked the
story because it did not embarrass him at all
to be perceived as a strong and forceful
judge. He could not understand why anybody
would want to be a judge, have the forum
that he had, and not use it to promote and
distribute justice. He used his opinions, his
speeches, his legal articles, his magazine
pieces. He expected to be a role model to his
clerks and others whose lives he touched,
and he took it seriously—to make sure that
they too were imbued with a mission for jus-
tice. That's wrong. David Bazelon didn't
touch lives; he impacted them. Nobody could
come away from an encounter with Judge
Bazelon, friendly or otherwise, and not know
that they had met a man determined to
make a difference. To this day, some of my
more senior colleagues come up to me after
judges’ meetings and say “The meeting
would have been a lot shorter if Bazelon were
still Chief Judge.” At a conference with
some Russian judges a few years ago, I was
impressed with this very forceful Russian
judge, who seemed to speak only Russian—
and often. During a recess, he came up to me
and asked—in English—‘You know Bazelon?
He strong judge.”

One of the greatest friendships that I ever
have observed is the one between Justice
William Brennan, who is here today, and
David Bazelon. I use the present tense be-
cause that friendship will never die. Their
dialogues will live on in the minds of all who
were privy to them. Who better, then, to
quote about Judge Bazelon's restless intel-
lect than Justice Brennan. I quote from an
introduction' that the Justice wrote to Jus-
tice Bazelon's book: “*He never refuses to ask
a question merely because it has never been
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asked. Nor does he shy away from proposing

an answer merely because it has never been

proposed. David L. Bazelon is among the
great judges in American history." Justice

Brennan, I have always followed your opin-

ions.

We lowered the flag to half-mast at
Bazelon's Court yesterday. It was to honor
the memory of David Bazelon. But it was
also a signal to the rest of us that a giant of
a judge had passed among us, and that his
match will not soon be found. Tzedek,
Tzedek, Tirdof, it is written in Deuteron-
omy, (Chapter 16, Verse 20)—Justice, Justice
shall you pursue. David Bazelon, no one pur-
sued it better.

REMARKS AT MEMORIAL SERVICE FOR JUDGE
DAVID BAZELON BY JUDGE PATRICIA WALD,
FEBRUARY 21, 1993
David Bazelon played a larger than life

role in the lives he touched. I first met him
in the early 1960s when I was struggling to
reenter the legal world I had left 10 years
earlier. Because of our shared interest in
children—especially those from society's
sorry underside—we came together often. I
found myself a member of a network of what
I suppose the press today would call “FODs"
(Friends of Dave) that David—sometimes
outrageously, sometimes coquettishly—
would call on for assistance with his out-
pouring of speeches and articles—a coterie
that transcended race, gender, age, religion
and not infrequently, familiarity with the
subject at hand.

It is part of David's lore that he was a hard
taskmaster with his clerks, but he was also
forever generous in his patronage; he made
sure there was room at his table for women
and little-knowns like myself; for irreverent
yvoung Turks and for anyone spunky enough
to shake up the status quo. His sponsorship
opened professional doors for us. He encour-
aged us to take on social/legal problems that
in that optimistic time we were sure could
be solved with imagination and energy and
dedication and good will. He became our
good friend * * * he and Mickey who over
time would nourish and sustain him with her
immense strength and devotion.

David was a warrior, not always easy in
manner or mein, a kind of George Patton of
the bench, never at rest, prodding everyone
around him to keep it up, to fight and to
fight back. But he was also a schmoozer who
loved and was fiercely loyal to his friends,
who revelled in the conviviality of his clerk
reunions and the camaraderie at Milton
Kronheim’s Warehouse where he shared the
day’s lunch special with Bill Brennan, Bar-
rington Parker, Ab Mikva and an unlikely
assortment of Senators, Congressmen, news-
paper reporters, academics, law clerks and
just plain folks he liked.

David knew that the law must evolve to
survive. That meant difficult issues squarely
faced—by judges when no one else would—
the contours of the insanity defense, the
rights of the criminally accused, the duties
of appointed defense counsel, the plight of
uncounselled juveniles, the dilemma of insti-
tutionalized mental patients denied treat-
ment. David was a proudly activist judge,
not in the least reticent to raise those is-
sues, no matter the discomfort they pro-
duced for colleagues within and bureaucrats
without. Many of the stunning advances in
the legal rights and access to the courts for
disadvantaged groups had their origins in
David’s opinions in cases that are now as fa-
miliar to first year law students as Black-
stone’s and Story’s treatises. He did more—
he sent beacons of light to soulmates in
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other circuits—to the Charlie Wyzanskis,
Frank Johnsons, Wayne Justices, and George
Edwards’ whom he invited to sit on our cir-
cuit bench. For young D.C. lawyers like my-
self, that was a Golden Age and the D.C. Cir-
cuit a constellation of superstars.

But action produces reaction and predict-
ably when the law becomes a battleground
for ideals, the attacking vanguard is often
repelled. Change in the courts is uneven,
often ragged, and settles, only to become un-
settled again., And so David suffered losses as
well as wins; the 1970 Court Reorganization
Act removed the court's jurisdiction over
local crimes, juvenile matters, and most of
the poverty and mental health law which he
had dominated. Indeed, it is an interesting
historical question whether that separation
of local and federal courts in D.C. would have
been launched from the Nixon Justice De-
partment if the Bazelon court had not pro-
voked it to reaction.

On his own court, David fought the good
but not always victorious fight. His ever-
controversial Durham opinion in 1954 estab-
lishing the rule that a defendant was not
criminally responsible for acts that were the
product of a mental disease or defect was
abandoned 18 years later in favor of a modi-
fied test focusing on the defendant’s capacity
to appreciate the wrongfulness of his con-
duct and to conform to the law. He retreated
with grace: though he still believed that Dur-
ham had been, in his words, ‘‘designed to
throw open the windows of the defense and
ventilate a musty doctrine with all of the in-
formation acquired during a century’s study
of the intricacies of human behavior,” he
joined the majority in adopting its replace-
ment.

When the circuit shifted sharply in the
1970s from crime and poverty to the arcane
realms of administrative law, David became
an important player in a different game. Yet
to him, the stakes were much the same:
keeping, as he said, ‘‘the big guys in charge
honest,” insuring that they did not get away
with glib jargon, and deferential bows to pro-
fessed expertise. With the emergence of the
public interest bar, there came new environ-
mental challenges, consumer actions, novel
demands for judicial intervention and relief.
Congress passed a surge of complex regu-
latory laws on clean air and water, energy
efficiency standards, hazardous and nuclear
waste disposal, and to fill the vacuum left by
the loss of local jurisdiction, gave our circuit
primary responsibilities for reviewing their
enforcement by a myriad of agencies. David
worried that the administrators would not
make careful or searching enough inquiries
into all the relevant evidence, that they
would continue slipshod old ways and let the
real decisions be made in the agency cor-
ridors between the regulators and the lobby-
ists, that they would operate in the shadows
obscuring why they did what they did. So he
demanded rigorous procedures for agency
recordkeeping, for examining data and ex-
pert witnesses, for requiring that the agen-
cies justify their decisions in terms of evi-
dence and rational analysis. Ironically for a
judge who had probed so deeply into the
mysteries of psychiatry in order to
demystify its hold over judges, he now coun-
selled ‘“‘technically illiterate’ judges to stay
out of the scientific depths, stating in one
dissent:

“Socrates said that wisdom is the recogni-
tion of how much one does not know. I may
be wise if that is wisdom, because I recognize
that I do not know enough about dynamom-
eter extrapolations, deterioration factor ad-
justments, and the like to decide whether or
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not the government's approach to these mat-
ters was * * * valid.”

But he did know enough to contribute
mightily to the reformation of administra-
tive law led by the D.C. Circuit in the seven-
ties and into the eighties, fleshing out the
requirements of scores of laws governing the
quality of the air we breathe, the water we
drink, the ground our children play on, the
drugs we take, and the vehicles we drive.

He was to the last up for a fight—win or
lose—I still remember his good nature about
that. He wryly admitted that in his heyday,
perhaps he had—sometimes—been as cock-
sure, even arrogant, as they were today. I
would like to think that somehow in these
last few months he sensed that the pendulum
had swung again.

Forty years on the court was too short to
accomplish the transformation of American
justice David Bazelon envisioned. But he
started down the road and an army followed.
At times the terrain was rough and the
ranks thinned, but his journey never fal-
tered.

And, today there may be a generation of
fresh recruits ready to take up the march—
women, disadvantaged minorities, defenders
of abused children, alcoholics and addicts,
the homeless, advocates for the mentally ill,
victims of overzealous prosecutors, environ-
mentalists, consumers, honorable public offi-
cials, the idealistic young—the great array
of people and causes David Bazelon's law em-
braced.

They, and we, salute you, David, and will
not forget you.

COUNTRY NEEDS STRONG DOSE
OF BILATERAL CREDIBILITY

(Mr. THOMAS of Wyoming asked and
was given permission to address the
House for 1 minute.)

Mr. THOMAS of Wyoming. Mr.
Speaker, the President and his advisers
as well as Members of Congress need to
come to recognize the time for cam-
paigning is over. The time for flowery
statements about our problems and lit-
tle specifics on solutions has passed.
Some are willing to forgive broken
promises from the campaign and ac-
cept the overstatements and hyper-
bole—but this is a time very different
from a campaign. Now is the time to
govern.

The President cannot expect the Con-
gress to accept his plan on faith
alone—there is no basis for him to ex-
pect us to accept “‘trust me.' There are
tons of reasons for lack of trust—a $150
billion overstatement on the amount of
spending reductions, continuing self-
congratulations on reducing the cost of
the White House with no evidence of
real cuts—scoring tax hikes in Social
Security as cuts, or hikes in the graz-
ing fee as cuts. This is not the kind of
performance which generates enough
credibility for us to take his plan on
faith.

Certainly the effort to suggest that it
is the President’s plan or nothing is a
hollow threat. There are all kinds of al-
ternative approaches—one might even
be so radical as to suggest no new
spending or at least more spending
cuts. We will be specific and from my
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perspective it will be a test of the
President's credibility to act on these
specific cuts. Mr. Speaker, the only
way to make some changes to
strengthen this country is to be honest
with the Congress and the people and
with ourselves—what is most needed to
move forward is a good strong dose of
bilateral credibility.

R —

LET'S GIVE THE PRESIDENT THE
CAMPAIGN FINANCE REFORM
BILL HE HAS REQUESTED

(Mr. MAZZOLI asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. MAZZOLI. Mr. Speaker, there
was much to applaud last Wednesday
when the President of the United
States stood at that podium and gave
us the State of the Union.

One aspect which I very much ap-
plauded was his saying that he would
sign the Brady bill when it reached his
desk, and this afternoon many of us
will refile that bill.

I was also extremely pleased to hear
the President talk favorably about
campaign finance reform, and in fact
say that we, the Congress, should pass
that bill this year. There are many rea-
sons that we should support drastic
campaign finance reform. Among them
is that $500 million, one-half of a bil-
lion dollars, was spent during the 1992
campaign cycle for congressional seats
on both sides of the Capitol. That is
$100 million more than in the 1990
cycle. That kind of spending is obscene
and cannot continue.

Second, this year’s entering class of
110 Members is probably the most tal-
ented class that ever has entered this
body. It is sad to report that 95 of the
110 entered Congress in debt, which
means that they have to step upon that
treadmill of raising money to prepare
for the next campaign and pay off the
old campaign debt—that is not the way
things ought to be.

Last but not least, Mr. Speaker,
there is another great need to have
campaign finance reform. As the Presi-
dent said from that podium, we must
scale the walls of the people’s skep-
ticism. He says we the people are skep-
tical, and he is correct, the people are
skeptical about his plan, and all plans,
and we have to prove to them that we
are going to do the people’'s business.
One way to make that scaling of
skepticisn possible is to pass substan-
tial campaign finance reform.

e —

A SALUTE TO THE LONG BEACH
NAVAL SHIPYARD ON ITS 50TH
ANNIVERSARY

(Mr. HORN asked and was given per-
mission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. HORN. Mr. Speaker, I rise today
to salute the Long Beach Nawval Ship-
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yard on its 50th anniversary. This
proud shipyard, the employer of over
4,000 men and women, began its service
to this Nation in 1943 as part of Ameri-
ca’s effort to stop the forces of fascism
and repression in the Second World
War. We still have one of the world’s
largest floating cranes, affectionately
known as Herman the German, to re-
mind us of that time. The Long Beach
Naval Shipyard has stood as a key-
stone of the Navy and our commitment
to democracy ever since, through
Korea and Vietnam and a host of lesser
conflicts. The shipyard now serves in a
time of what we hope will prove to be
peace.

The shipyard is an integral part of
the greater Loong Beach and South Bay
community. Its workers, the lifeblood
of any institution, but especially this
one, live in parts of five different coun-
ties. They represent nearly every race,
ethnicity, background, and conviction
there is—truly a melting pot of Amer-
ica. The one word that should be used
to describe these thousands of men and
women is quality. We have a reservoir
of skills and crafts unmatched at any
other location. And as the Navy's 1991
Meritorious Unit Commendation
Award recognizes, the Long Beach
Naval Shipyard is the best at putting
those skills to use. Long Beach is the
most cost-effective and efficient naval
shipyard in the Nation, bar none—a
claim that improves each and every
year. Each time I have had the oppor-
tanity to visit the shipyard, I have
walked away with one overriding im-
pression—that of commitment and
dedication, those very principles that
80 many claim America has lost. Mr.
Speaker, if the criers of decline need a
lesson in reality—the reality of Amer-
ican greatness, all they need to do is to
take a tour of the various shops and
buildings of the Long Beach yard. I did
that again this last weekend during
Family Day on February 20. This facil-
ity was 50 years old last week, but the
shipyard’s great achievement is the en-
during tradition of fine workmanship,
high productivity, and low cost, year
after year. It is a true tradition of na-
tional service.

The shipyard was built on land will-
ingly given to the Navy by the city of
Long Beach. And while a half century,
and much ebb and flow in the Nation's
defense effort, have intervened since
that time, the shipyard's efforts to pro-
vide the Navy the best workers and
workmanship have never abated. I
know that 1 speak for the city of Long
Beach when I say that we want the
shipyard to continue its proud tradi-
tion of service to the Nation.

While a 50th anniversary should be
an exclusively happy occasion, Long
Beach and the surrounding counties
and cities know that we face difficult
times and a troubled future. The threat
of closure can never be far away from
our thoughts as we await March 15 and
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the Secretary of Defense's rec-
ommendations of bases for possible clo-
sure. This is a threat that we have
faced before, but maybe never so seri-
ously. We are a community which cher-
ishes a time of peace as much as any
other. And we have faith that we will
see through this time as we have seen
through others.

Hopefully, this shipyard and its
skilled workforce will still be here
ready to serve. When our Nation is no
longer spending $1.5 billion on ship re-
pairs in Japan which it has been doing
for the last 4 years.

So today, Mr. Speaker, I focus not on
any worry, but only on the positive. I
salute this great shipyard. I salute the
men and women, their employee asso-
ciations, their unions, and their man-
agement: All those who have worked
together to make it such a vibrant,
productive, and vital installation in
our Nation's defense.

———
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INTRODUCTION OF THE BRADY
BILL

(Mr. SCHUMER asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. SCHUMER. Mr. Speaker, last
week President Clinton opened the
door. He said pass the Brady bill and I
will sign it. We here in Congress will
take up that challenge when I, along
with 98 cosponsors, introduce this bill,
the Brady bill, today.

At last we have a partner in the
White House who is ready to work with
us on arms control, arms control here
at home. It is just as important to dis-
arm the gun-toting criminals on our
streets, as it is to disarm the gun-
toting criminals on the streets of
Mogadishu.

America has been waiting 6 years for
us to pass Brady. While we bickered
over its merits. While we gave in to po-
litical pressure tactics from the NRA.
While we did nothing for the past 6
years, since Brady was first introduced,
nearly 50,000 Americans have been mur-
dered with a handgun. We cannot wait
any longer. We cannot sit by as moth-
ers and fathers across this Nation sac-
rifice their children to the gangs of
armed thugs who rule our streets.

To paraphrase our President, what is
wrong with America can be overcome
by what is good about America. Brady
is a good, commonsense piece of legis-
lation. The families of those murdered
with handguns are telling us that. Are
we listening? The cops are telling us
that. Are we listening?

Is a 5-day waiting period to purchase
a gun too much to ask? We give the cop
on the beat a gun, a bullet-proof vest;
why are we still denying him another
crucial piece of his arsenal? A 5-day
waiting period would give our cops a
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fighting change to keep weapons of
death out of the hands of criminals and
the mentally unstable.

It is time to end the carnage; it is
time to end the fear of parents, parents
staying up late at night wondering if
the knock on the door is their son or
daughter returning home from work, or
a detective asking them to come down-
town to identify a body.

1t is time for a change; it is time for
Brady.

IN SUPPORT OF THE BRADY BILL

(Mr. SYNAR asked and was given
permission to address the House for 1
minute and to revise and extend his re-
marks.)

Mr. SYNAR. Mr. Speaker, I rise to
strongly support today's introduction
of the Brady bill. Five years ago, a man
named Larry Dale walked into Mer-
cer's Discount Foods in Tulsa, OK, and
opened fire on an unsuspecting crowd
of shoppers. Dale's rampage killed one
person and severely wounded another.
Many Oklahomans were outraged to
learn that Dale, a convicted felon with
a history of mental illness, had walked
into a gun store the day before his
crime, filled out a single form, and
walked out with his instrument of
death.

The tragedy is that 5 years after
Larry Dale proved how flawed the sys-
tem is, the Brady bill is not the law of
the land. With more than 639,000 vio-
lent crimes a year involving handguns,
we cannot further delay the passage of
legislation that helps erase this ter-
rible statistic.

The good news is that most Ameri-
cans, most Members of Congress and
the President want to see the Brady
bill enacted. In poll after poll an over-
whelming majority of Americans sup-
port a federally mandated waiting pe-
riod. Not surprisingly, organizations
representing more than 400,000 rank
and file police officers support the
Brady bill. Additionally, during past
Congresses, both the House and the
Senate have voted for passage of the
Brady legislation. And most impor-
tantly, just last week, President Clin-
ton told Congress in his State of the
Union speech, “If you pass the Brady
bill, I'1l sign it.”

The time for debating the Brady bill
is over. The majority of the country
agrees that the Brady bill is a common
sense approach to ending violence by
denying guns to criminals. Let us pass
this bill and get on with the business of
saving lives.

——

WHAT CAN YOU DO FOR YOUR
COUNTRY?

(Mr. APPLEGATE asked and was
given permission to address the House
for 1 minute.)

Mr. APPLEGATE. Mr. Speaker, our
Nation is in deep trouble. If we do
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nothing, we will continue to slip into
an economic abyss.

President Clinton has proposed some
very tough and bitter medicine. If we
do not take it, we could die.

We have got to have faith in the
American people to be able to band to-
gether. If we are attacked by a foreign
nation, we rally together and we fight
that enemy, just as we did in World
War II.

Well, we are under attack right now
from within. The old formulas of the
perpetrators of greed, abuse, and waste
must be cast out, and it is up to you. It
is your country, and only you can fix
it.

I think we all remember when John
Kennedy made his great inaugural ad-
dress in 1961, and in it he asked of us
what you can do for your country,
what you can do for your country. Now
is the time to ask, now is the time to
do.

e ———

NORTH AMERICAN FREE-TRADE
AND FINANCE AGREEMENT

The SPEAKER pro tempore. Under a
previous order of the House, the gen-
tleman from Texas [Mr. GONZALEZ] is
recognized for 60 minutes.

Mr. GONZALEZ. Mr. Speaker, I
would like to begin what I am sure will
extend at least a couple of times into
the future with respect to something
that is probably going to happen. It is
maybe just a little less than imminent,
right soon, but it is so-called, actually
miscalled, misdescribed, the North
American Free-Trade Agreement.

The truth of the matter is that the
full title of that proposed agreement is
North American Free-Trade and Fi-
nance Agreement, and therein lies the
rub. It has been adroitly cloaked over
so that any person reading a discussion
of it or hearing about it would think
that it was strictly adhering to some
agreement between Canada, the United
States, and the Republic of Mexico
with respect to trade.

The truth is that that is the caboose,
and the engine driving that so-called
trade agreement is the finance or the
banking. Remember that at the bottom
of everything is banking, everything. It
always has been, it is now, and it al-
ways will be.

But what always exercises me is how
the efforts are made to deceive the
American people.

Now, in a free country such as ours
which, up to now, miraculously has
maintained the essential institutional
forms of this democratic, representa-
tive, republican form of government,
and which implies that the people, in
order to be informed, must make sure
that their representatives are agents
for the while, and in this case, the U.S.
House of Representatives which, from
the beginning, has been intended to be
that prime constitutional office that is
closest to the people as any kind of po-
litical office could be constructed.
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Every 2 years the House has to renew
itself totally. It is mot a continuing
body. The only way any of my col-
leagues or myself can get here is to be
elected. We cannot be appointed.
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And there is very good reason for
that. And the reason why our system
imperils, and has for a couple or three
decades, like seldom before in its his-
tory, so many times it is the percep-
tion or misperception, as in fact I
think it is, and particularly in today’s
world where, though we might have in-
stantaneous electronic communica-
tion, the communication between
neighbor and neighbor, man and man,
woman and woman, citizen and citizen,
much less between country and coun-
tries, is really less than what used to
be the case.

In fact, let us begin here to illustrate
the point I want to make with our-
selves. When I was growing up—and
that is a lot of years ago—it was an-
other world. I would not be able to
evoke it if I spent a year on the House
floor, and no way could you evoke
those lost worlds. No way, some as-
pects of them. What I want to evoke,
but there are some that I think we
should transmit.

One of those was that I still remem-
ber the names of the chief of police, the
street commissioner, the part commis-
sioner, certainly the mayor, whereas
today every time—and I try to go
often—I go to visit a school in the dis-
trict, I will ask teachers and students,
‘‘Can you give me the names of the
members of the city council?”’ They
cannot. ‘‘Can you give me the names of
your county commissioners?’’ They
cannot. ‘‘Can you give me the names of
our State representatives to the State
legislature?'’ What is that?

So that I can remember when the
cities, of course which were a lot small-
er, and I am not trying to compare
them, but today we do not have the
neighbor-to-neighbor, the citizen-to-
citizen relationship that I recall ex-
isted at that time even in a strictly
segregated environment of that day
and time.

You still had a human-to-human con-
nection and a knowledge of how that
other third or fourth lived than what is
the case today.

Who, for instance, in this area, is
aware of the terrible farm—so-called—
farm labor conditions just 1 hour and
20 minutes' drive from Washington?
The Eastern Shore, where the three
States of Virginia, Maryland, and Dela-
ware meet. When I first took the sub-
committee, after becoming chairman
of the Subcommittee on Housing and
Community Development in 1981, ev-
erybody who went was astounded. And
I myself, as I reported, had not seen
those conditions since the Depression
in the rural areas in Texas in the mid-
dle 1930's. Let me tell you that was
pretty bad. 3
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So, who knows about that? We live in
a frenzied world, so that we become ac-
customed to accepting what is known
as the electronic description of things,
the television image.

Well, of course, you have got to be
for fair trade, free fair trade between
countries. Why, who is against that? It
is like, ‘“Are you for sin or against
sin?”

But what exactly is it we are talking
about? We are not talking about a con-
cept, we are not talking about some
agreement that, after some delibera-
tion between respective representa-
tives, was arrived at sometime last
year and then classified and secreted.
We could not get a copy of that for
about more than a month, or more
than that. And even today it is
unexamined.

I am bringing out that section that
has to do, and it has everything to do,
with banking and financial things that
have already begun to happen, as I will
attempt to describe.

First, I think it is significant that
you hear no mention of the true de-
scription of this proposed legislation.
Free trade and finance: Why is there
such a concerted effort made to just
abbreviate and drop off finance? It does
not say ‘‘banking,” which is what it
really is.

In the meanwhile, things have been
happening in our country, south of the
border, that there is no perception of
up here. In fact, when I had not one but
four releases a little better than a
month ago, no newspaper, either in
Texas or in my area or up here, would
pick them up, or did. So it went unre-
ported.

And this is one additional reason why
I feel I owe it to myself, as chairman of
the Committee on Banking, Finance
and Urban Affairs, to which committee
this legislation has never been referred.

Now, why? Why has that occurred?
Every other type, with one exception,
the so-called guaranteed agreement
with certain countries, they have not
been referred to the Committee on
Banking, Finance and Urban Affairs.
But this one never had, never has been.

So, when I saw the full title of that,
I became interested, and finally, when
I was able to get a copy of it—I tried to
get staff, but we are limited, we have
limited staff on the committee. So this
I have done mostly with some help
from some of the legal staff, but most-
ly from my own reading, my own re-
search, and the help of, in my opinion,
the best, most competent legislative
director anybody in Congress could
hope to have.

This young lady happens to be in my
district office. My legislative director
is not here; she is down in my district
office. So that any citizen who wants
to know about legislation does not
have to hire a lobbyist or have connec-
tions with organizations that have lob-
byists up here.

3229

With that tremendous help and mind
of hers, she being an attorney as well,
I have been able to piece together
enough to report to my colleagues and
to charge you with the knowledge.
There shall not be any reason for any-
body to act in the blind from here on
out, no matter what the excuse or the
pressures are.

Unfortunately, to compound the
error, and also, I believe it was last
year—it could have been the year be-
fore; in fact I think it was before the
year before—in a rushing fashion the
Congress approved what was known as
a fast-track resolution.

Now, what we said, since I found my-
self in politically elected office in gov-
ernment and particularly the legisla-
tive, that fast government is often dan-
gerous government. And in fact I would
say, more often than not has been dan-
gerous government on every level I
have had the privilege to serve on, the
local legislative level, the State legis-
lative level, and in the State senate
and here in the Congress for 32 years.

Now, why would the Congress, on
such a monumental proposal, say we
are going to delegate to the President
to enter into any kind of agreement he
wants to enter with any of about 159
countries, but specifically at this time
with Mexico and Canada, sight unseen,
and no matter what he agrees, when he
agrees, and brings it back to us we
shall not amend? We cannot offer any
amendments or changes; all we can do
is vote it up or vote it down.
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In the meanwhile, the regime south
of the border was beginning to say po-
litically, ““We will live or not depend-
ing on the outcome of this agreement.”

That is interesting. Why? Well, first,
let me recite a few things that have
happened here in the recent past that
have everything to do with us as well,
the United States, together with what
I have been reporting on an inter-
national general level, and it has to do
with the value of the dollar and its
consistent sustained loss of value since
1985, which incidentally was the same
year that we became a debtor Nation
for the first time since 1914.

In the first place, there is more in-
volved than just trade agreements that
are supposed to bring about an equi-
table, or fair is the word, accommoda-
tion between the economic activities of
the countries involved. That is the con-
cept.

There is more involved than just
banking and finance, because you have
in the train of that things that have
happened just before the advent of the
so-called North American Free-Trade
and Finance Agreement proposal, and
that is the so-called maquiladora proc-
ess, whereby Mexico and the United
States allowed certain things to hap-
pen that brought over 3,000 corpora-
tions from the United States, mostly
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labor-intensive manufacturing con-
cerns or assemblies along the border
from Matamoros to Colexico that now
represents about—I forget how many
hundred thousand jobs.

Last year I took the subcommittee
and the full committee, the Sub-
committee on Housing and Community
Development of the Committee on
Banking beginning on January 6
throughout the country. We started
out in Connecticut at Bridgeport where
you have total stagnation, a very, very
sorry spectacle of one of the principal
manufacturing entities in our country
just a few decades ago.

Then we went down to Spartansburg,
SC, on the border of South Carolina
and North Carolina, where believe it or
not, it may be the Sun Belt, but they
sure have their problems.

Then we went to Cleveland. There we
discovered that Cleveland has lost in
less than a decade 33 percent or more of
its manufacturing production capabil-
ity. The overwhelming majority of that
has gone to Mexico across the border.

Now, where are we on that one? Well,
you had very little reporting of it up
here, but today, for instance, I want to
bring out how such things as the taxes
paid by these corporations, these are
huge entities like the huge banking in-
terests that are behind the North
American Free-Trade and Finance
Agreement.

Now, we do not expect them to be for
the public interest. We know they are
what—oh, private enterprise and, of
course, we have prostrated and hal-
lowed that name, not free enterprise,
private enterprise and what I have al-
ways reminded since before I came to
the Congress, Hitler and Mussolini had
private enterprise until the day they
died. They did not have free, but they
had private enterprise. In fact, most of
those corporate entities that were car-
tels when that word was used before
the transnationals and the conglom-
erates and all that in that period of
time, they are still around. They are
doing pretty well in fact. So are the
bankers.

All during World War II when Presi-
dent Roosevelt announced, and I re-
member the day right before the en-
trance into the war and we had the
first-time peace draft and then Frank-
lin Roosevelt said we have got to pre-
pare our defense, and then he an-
nounced right on the verge of the war
that the intention was to produce 50,000
warplanes.

Well, there was not a thing he could
do about starting even 10 unless we
could get the magnesium required, and
that had to be released by the cartel
out of Germany through the bankers in
Switzerland known as the Bank for
International Settlements, which inci-
dentally is still in control today.

How many of my American bankers
realize that the recent increase on
their reserve requirements, though
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they themselves are not involved in
these highfalutin international trans-
actions, like some of say our top 20,
they still have to pay because it was an
agreement imposed on the United
States through the so-called Basel,
Switzerland, where BIS, the Bank of
International Settlements is located.

The United States is not a voting
member of BIS. Oh, a couple decades
ago or so it became an observer, but
not a voting member.

They are the ones that said in the
name of convergence, which is a fancy
word for capital standards, that is,
those European bankers were going to
make American bankers come down,
when they got into competition with
them on securities or what today is
rocking the whole unstable inter-
national currency markets, the so-
called mechanisms and the value there-
of the currencies, the so-called deriva-
tives are speculative, if you please.

Well, all this now is being translated
into activities south of the border
where one of the hottest speculative
giant casino operations has begun and
which is impacting America because it
involves American bank credit and
American investors, corporate and oth-
erwise, money and nobody wants to re-
port on this. Why? I do not know. I do
not think it is a cabal. I do not think
it is a conspiracy. I think it is the good
old American tendency since the end of
the war not to focus in on anything
that goes beyond the immediate crisis
and then instead of preparing and an-
ticipating, we sit until we are wallow-
ing in crisis and we have for 40 years
pushed aside the emerging issues which
now have developed to the point where
you are not going to have a push-but-
ton solution no matter how much our
new President wants or anybody. It is
going to take time if at all.

I am just reporting on one aspect
that I think with knowledge we should
avoid the worst consequences, but we
are not up to now.

So let us go into some details. First,
let me touch on the maquiladora which
I discussed just a minute ago. These
are operations that have gone to Mex-
ico mostly because they have aban-
doned American labor. American labor
has been sold out. It has been traded
off as if it had been on a slave market
auction since the sixties and the devel-
opment of multinational operations of
American-based corporations going
over into other countries and have ben-
efited from the cheap labor standards.

Where has that gotten us?

0 1240

Where the average American wage
earner in the United States, in the
highest level of pay, the manufactur-
ing, such as is left, earns considerably
less than the German worker, the Jap-
anese worker, the French worker, and
the British worker.

Who wants to accept that, my col-
leagues? Yet I defy anybody to rebut
that categorical fact.
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That is the end result of what?

Thirty years of abandonment and be-
trayal of American production and
American labor.

Mr. Speaker, just since Reagan we
have lost over a million, several mil-
lion, prime manufacturing jobs, never
to come back, lost, gone, and we have
turned from a net exporting country to
a net importing country, which then
makes the critical, crucial issue, which
in vain I have been trying to discuss
since 1979, not only with my colleagues
on the Committee on Banking, Finance
and Urban Affairs, or at least some of
them that seem to be interested, but
with the leading monetary and finan-
cial directors of our country and, on a
couple of occasions when I have that
opportunity, with a couple of pretty
big international bankers.

And that is the danger, that the
United States for the first time in its
history will have to be paying back the
monumental debt, both on the private,
you and I, as well as the corporate, and
especially the governmental, debt in
somebody else's currency.

What does that mean? It means ev-
erything.

But how do we translate down to the
perception that would enable us to pen-
etrate the level of consciousness of the
average governor in our system, both
legislative as well as executive branch?
I do not know, All I know is that I feel
it is a responsibility, particularly on
those of us who are charged with
knowledge by merely being Members,
as a privilege of a committee and in a
position of leadership in that commit-
tee, of not having an excuse for not
being charged with knowledge.

After all, Mr. Speaker, I have been on
this committee since I came to the
Congress 32 years ago, and I should
have picked up something. I do not
claim to be an expert, but let me tell
my colleagues, ‘‘Don’'t ever mention ex-
perts to me because I have learned that
unexamined experts are no more expert
than the nonexpert."

We cannot continue to endanger the
country as it is now, clear and present,
because the United States has been the
only country in history that has been
able and unable to pay its debts in its
own currency. But if the dollar has lost
60 percent plus of its value since 1985,
how can we keep from having our cur-
rency debauched, if it is not already?
And just time, events, and cir-
cumstances, which evidently today are
happening very fast, not as a separate,
intermittent, but a cavalcade of
events? Have we learned nothing from
what has happened just since 1989 and
its obvious implications?

So, subtracting from that and focus-
sing on this, let me tell my colleagues
about the maquiladoras because that
means like in the case of if that part of
the so-called economic or trade agree-
ment that I have seen actually came
about, it will mean a tremendous loss
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of jobs in that area in which we need
them more than ever; that is, on the
level of the unskilled, but still nec-
essary, if we have production and man-
ufacturing. But remember that has fled
our country.

Now the big argument I had in pri-
vate with those that first began to
push this 2 years ago was, ‘‘Henry,
look. You may be right. But there's the
choice. These jobs are going over to
Hong Kong, Korea. Wouldn't you rather
have them here across the border?"’

1 said, *No. I would rather have them
here in the United States where they
ought to be and only in those cases
where there is reason why. But there
isn’t legitimate reasons.”

Let me tell my colleagues why. The
magquiladoras, for instance, and the
corporations that have gone there have
the best of all possible worlds. They get
the best benefits of our tax bills, tax
laws, and rules and regulations, so they
are able to whip our country on every
level indiscriminately. Nobody says,
i‘BDO."

Why? Because we have got to do
something about a fair-trade agree-
ment and help these corporations of
ours operate in a competitive fashion.
That is a lot of malarkey.

Let me tell my colleagues plain and
simple. I want to place at this time in
the RECORD a very, very fairly com-
prehensive article that appeared in the
St. Mary's University Law School
Journal, Law Journal, volume 23, be-
ginning on page 721, entitled: ‘‘Federal
Income Tax Issues in the Organization,
Financing and Operation of
Maquiladoras.” Talk about tax give-
aways, subsidies and reductions or
elimination. It is hard to beat this.
And this is just a little glimmer of a
sort of look-into.

So, we are not talking about just a
fact that we want to help. Of course we
want to help. But I have always said,
and I have said this for years, that one
does not have to give the family jewels
away to prove they are a good neigh-
bor, and that is exactly what seems to
be going on.

So, Mr. Speaker, I ask my colleagues
to take a look at this analysis of the
Federal income tax issues in the orga-
nization, the financing and operation
of maquiladoras. It is by a Mr. William
R. Layton and T. Richard Sealey III. It
is very illustrative, and I have offered
it for the RECORD.

Now what about this agreement?
What does it do for banks? Well, I will
tell my colleagues what it is pure and
simple in plain language. It is a back-
door scheme for our biggest American
banks to get what they have not been
able to get directly from Congress or
through the processes of such things as
interstate banking, such things as
high-risk investments, without the
consequent reserves which anyway the
biggest ones pretty much have now, as
I have been bringing out and the reason
why the whole house is shaking.
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Let me just explain that by way of
parentheses. Through the years I have
heard, as I have said before and repeat,
the outstanding witnesses we can get
from the economist world, and there
we have an interesting profession. It is
a quarrelsome profession. They do not
agree among themselves or anything,
but it is very interesting.

Then I read the President's economic
message each year, the one that was
just released by President Bush. I have
analyzed it. It is very interesting read-
ing, very well done.
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It is very well done. You cannot
quarrel with the economic advisers and
their jargon, their tenets, and whatnot.
But I was here when on August 15, 1971,
while the Congress was out of session,
President Nixon took us off the so-
called gold exchange system and simul-
taneously devalued the dollar by 10
percent. Interestingly enough, there
was not one American publication that
reported it that way, none at all. The
European press did. Incidentally, I go
back to that release I said I had made
about 6 weeks ago that nobody picked
up here, but the international press
did. It was written up in the European
press and in the Japanese press. So the
international press knew what I was
talking about there. They reported it.
And so it was that way then.

Then right after we came back, after
Labor Day in 1971, lo and behold, the
Banking Committee was asked to pass,
without changing a comma, the Eco-
nomic Stabilization Act of 1971. Eco-
nomic stabilization? That sounds
great. That means they want to sta-
bilize things. But what it cranslated to
in plain American English was wage
and price controls.

Now, it was assumed that the lib-
erals, whoever they may be, were sup-
posed to be in favor of economic sta-
bilization and controls. It was assumed
that the conservatives were against
that, however they may be today, be-
cause we have had such a debauchery
in language as well as in currency, that
it is difficult to talk with any degree of
rationality on the way words are sup-
posed to be, meaningful and true.

So who comes before the committee?
The Secretary of the Treasury, John
Connolly, my fellow Texan. President
Nixon said that ““This has got to be
passed because we are now confronting
5-percent inflation.” At the first hear-
ing it was an awesome presentation.
There at the table was Secretary of the
Treasury John Connolly, the President
of the AFL-CIO, George Meany, the
head of the Automobile Workers Union
at that time, the chairman of the board
of General Foods, the chairman of the
board of General Motors, and one or
two others that I do not recall. And
they all said the same thing; “You've
got to pass this. Don't change a
comma.” Every one of them said that.
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The first thing that hit my mind was
the memory of what I had read about
Germany. When Germany was in the
throes right at the time, Hitler was be-
ginning to come on the horizon, and
the Germans, in their style, created
the Grand Chamber of German Eco-
nomics, and, of course, it floundered
and was flustered just like the Weimar
Republic. And, incidentally, there are
awesome parallels between Weimar and
the United States since World War II.
It is very disturbing to somebody like
me who for years and years, going back
to when 1 was 15 years old, observed
such things as the rise of Hitler and
the rise of Mussolini and what that at-
mosphere was then. This was before TV
and even radio, because radio was a rel-
ative newcomer then by the time the
1930's came around.

But I can tell you this: I can recall as
if it were today in 1938 and 1939 hearing
that crackling transatlantic radio
voice of Adolf Hitler—Ein Deutsch-
land”—and then hearing him say in
German, “We are being encircled. We
will not allow it. We are being encir-
cled by the British and the French, but
we will break out.”

And I wondered about it. And then
those sonorous voices—''Sieg Heil”
coming from the Nuremberg Sport
Plaza.

Then I heard Winston Churchill later
in a magnificent address, also coming
over that crackling radio—‘'‘We shall
fight,”” ‘““We shall fight from every
street,” and so forth, and, ‘‘blood,
sweat, tears.” I heard that. We do not
hear that today.

Do we hear the voices of Saddam
Hussein speaking over this tremendous
network of radio and TV in the Arab
Moslem word covering all over that
area? No, we do not. Do we even hear a
translation? No, we do not.

Do we hear Slobodan Milosevic, the
Serbian leader? No, we do not. Do we
hear about the treaty that Herr Kohl,
the German leader, and the Russian
leader, Gorbachev, entered into Novem-
ber 1990, whereby Germany agreed to
offer up to 87 billion deutsche marks of
help to the then still Soviet or Russian
Union? There were certain under-
standings, one, that in exchange Ger-
many would also contribute 8 billion
deutsche marks for housing for the
Russian troops that were going to
leave East Germany and go to Russia?
And in exchange for that there were
certain understandings. One was that
Germany would not have more than a
300,000 standing army. That never was
reported in the American press. I read
that in the German press and in the
European press, but not in the Amer-
ican press. Now, what has that got to
do with this? BEverything, because, I
ask, where is that agreement? How
much of that money is there, and in ef-
fect what are the conditions of its re-
payment now that we have the loose
Confederation of States, with no re-
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ports? But that is the reason why Ger-
many is being blamed. Maybe to some
extent it is true, and maybe there are
some other factors responsible for last
September 16's tremendous shakeup of
the so-called exchange rate mechanism
between the currencies in the European
Union which led to Great Britain with-
drawing the pound and floating it in its
devastated condition like the dollar,
and also France and Spain and Italy,
and Ireland even, in this great convul-
sion.

But let us go back to 1971. When I
read the bill, I could not believe it.
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I said gentlemen, this reminds me of
the German period when these German
industrialists came before the German
Government and said, ‘‘You have got to
have this control.” I said if we pass
this without any kind of accountabil-
ity, what we are doing is delegating to
President Nixon greater powers over
American business, industry, and the
economy, than were given to Franklin
Roosevelt at the height of World
War II.

Well, who wanted to listen? They
looked upon me askance. I was down
the row at that time in the committee.
So all I had was 5 minutes to ask a
question.

All I did was make a statement. I
said this is an awesome spectacle. It re-
minds me of that period of German his-
tory.

Well, what happened? They came in,
the chairman, who was my fellow
Texan, a great man, Chairman Pepper,
called me in and said, ‘“‘Henry, you
have been kind of engaged in dilatory
tactics. You got together with a mem-
ber of the minority."

I did. I teamed up with a member of
the minority who was supposed to be a
conservative, I am supposed to be a lib-
eral, and we began to kind of start a
little guerrilla activity. I wanted an
amendment.

So I said, *“Mr. Chairman, I can’t un-
derstand why anybody that is inter-
ested in the greatest interest of the
greatest number, what is wrong with
an amendment that says, Mr. Presi-
dent, OK, so you are going to have this
power; but you come back to the Con-
gress every 90 days and report to us the
progress or lack of progress.”

He said, *“Well, we can’t do that. We
want to help John Connally.”

I said, ‘‘Well I will leave you." So be-
tween my friend on the minority and
myself we had sort of many filibusters.
Finally, after the third week, the
chairman got angry with me and said,
“I am not going to recognize you any
longer,” and they wooped it out. It was
supposed to have been passed the first
week of October 1971. It was not passed
until about October 30, 1971. When it
got out of committee I voted against
it. There were only five of us. But I
placed in the RECORD a dissenting view.
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I ask any one of my colleagues that is
interested to look it up.

I wish I had been wrong in what I
said. As it turned out, fatefully, its
consequences we are still feeling.
Whether any big economist agrees with
it or not, I say that, and I will say why,
and that is the reason I am bringing in
this present activity now. It is cor-
related.

First, they passed the so-called wage
and price controls. But they assented,
naturally. Remember that I was there
during the war when we had wage and
price controls. I remember that even
with the spirit of unity that existed,
we had evasions of the wage and price
commodity control.

You had rationing of sugar, beets,
and so forth, but there were some black
marketeers that were able to evade it.

I quoted Cohen’s law, which goes to
the effect that for every control erect-
ed, there will be a way found to evade
it and avoid it.

Well, here we were in 1971, supposed
to be in peacetime, and you were going
to impose this on the highly plural-
istic, complicated economy that the
United States is?

So I then said all right, there is an-
other point. And this was proved. It
proved the wisdom of that era's lead-
ers, like Franklin Roosevelt, and great
economists, and not only economists,
but wise leaders and their wisdom.
There were fellows like Leon Keyser-
ling, who really was the architect of
the Basic Housing Act, and then the
amendments, in 1947, but above all
knew the U.S. economy like no man I
have ever heard or had the great oppor-
tunity of being a friend of.

What he said and what he told me for
years later until his death just a few
years ago has been preeminently cor-
rect.

So we went to the House floor and
there again it went through. There was
another handful, and I was one of those
that voted no.

Now, some were confused. They said,
‘“Well, we thought you were a liberal."

I said, “Well, it all depends on how
you would describe one.” I don't like
labels. Life, particularly when you are
trying to be in the public arena, is not
that conveniently compartmentalized.
That is not life.

Second, if you are going to be true to
your oath of office, above all, for whom
are you supposed to be working on be-
half of? Industry? Business? Banks?
S&Ls? Or the people? Everybody for-
gets that. The way you hear some peo-
ple still talking, you would think the
Committee on Banking, Finance and
Urban Affairs is there for the aid and
convenience of the bankers.

Well, all you have to do is just re-
member where you come from and sit
back and say wait a while. What is the
greatest interest and the greatest good
of the greatest number? Then you will
act accordingly.
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So we got the controls. I said we need
one addendum. I said look, so you have
imposed them. But you better start
spending as much time as to how you
are going to lift them, because therein
is going to be the key critical factor.

Well, what happened? They did not
work because of the exemptions. The
first administrator, Dunlop, from Har-
vard, came in within a month and had
to request an amendment, that I had
anticipated, because I knew back home
that if you exempted the cattle raiser
and the grain producer, but did not ex-
empt the packer, and particularly the
big institution that began Mexican
food here, Gerhardt's chili con carne,
which put it in the can. I said when
Gerhardt buys that meat from the
meatpacker he has to pay the process-
ing and then go. It is based on no con-
trol over that cattle raiser. Of course,
the pound per hoof went up, but
Gerhardt chili con carne, once it was
put in the can and put it on the shelf,
was controlled.

The baker had to pay that much
more for the grain, process it, and once
he put it in the loaf of bread and put it
on that grocery shelf, was controlled.

Naturally I raised that issue. Mr.
Dunlop came in within a month of his
appointment and said, “Well, we have
got to do something about it. We have
to do this, do that, and do the other.”
It did not work.

So less than 2 years later they were
going to phase it out. They had phase 1,
because they did not know exactly how
they were going to phase it out. Then
they had phase 2, then phase 2%, and
then phase 3.

But in the meanwhile, you began to
hear the phrase ‘“‘stagflation.” Why is
it that for the first time you have stag-
flation here in the economy, but infla-
tion over here?

That is the reason. It never did recu-
perate. That has been my contention
all along.

But you do not hear the big econo-
mists, because after that first group I
described a while ago we had all of the
leading mnational and international
economists, the experts, the know-it-
alls, or as they say in German,
besserwissers, know-it-alls. Not a one
of them predicted anything, that I
know of, including what would happen
to the dollar and the consternation.
Because when we got off the gold ex-
change standard, which was at least
some peg of reference, we went into the
floating, which is for now in Europe in
a great deal of flux.

All through mankind's history, fi-
nance, money, is an enemy of instabil-
ity or fear.

We were the country that escaped the
ravages of war. I am afraid we may not
in the future. I hope I am dead wrong
there, but we have done certain things
just within the last 5 years that will
ensure retaliation.

Can any of my colleagues say that we
can go out, even worse than Hitler, and
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bomb a defenseless laborer’s housing
made of flimsy wood built in 1908 when
we brought the laborers from Jamaica
to build the Panama Canal, bomb them
with Stealth bombers and incinerate
several thousand human beings?
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We cannot do that with impunity.
There is a higher power of accountabil-
ity. Can we go out like we did, with a
great ado, and kill over 200,000 men,
women, children, 15-year-old
conscripts, Arab Moslems, like we did
in the so-called Persian Gulf war,
which, incidentally, the only heroes
that have come out of that have been
generals. This was the first war that
the only heroes have been generals.

But we have over 200,000 that died
human beings. They may be Moslem.
They may be Arabs, but they are
human beings. We have stirred up into
a rebellion that I call ‘‘the world rebel-
lion of the Moslem' from Pakistan to
Arabia. And we seem to be blithely un-
aware.

How does that dovetail in with what
is happening in Europe, in what the
Germans have called the greater Ger-
many or Mitteleuropa? Everything. Be-
cause you now reach the point of no re-
turn there, which it will be difficult
with this horrible, horrible savergy.
Twentieth century? What a way, the
bloodiest century in the history of
mankind about to end on that note,
too.

America certainly has stood for the
very opposite, but what has become of
us in our judgment and our counsel? I
say those are events that have just
barely started. When we were tooting
and hollering and yelling that the Per-
sian Gulf war had ended, I said it is the
beginning. God only knows where. We
are seeing now, why, because in that
eastern section there of Europe, once
you start affecting Albania and you
have two or three of the other coun-
tries there that as of last year a treaty
with Turkey, and Turkey was the fa-
vored trading partner of Iraq and is
once again having dreams of an Otto-
man power structure. One flows into
the other, and we blithely ignore his-
tory, even of Europe.

So here we are in our backyard or
front porch, whatever you want to look
at it, anyway it is what the law calls
‘“‘contiguous’ country. And, therefore,
that triggers not only in tax law but in
trade law certain things that are draw-
ing corporations that are necessarily
pro bono, our giant banking and finan-
cial institutions, that certainly are not
pro bono, are taking advantage of to
sneak through the things.

For instance, I would like to put in
the RECORD one of the most, up to now,
perceptive articles entitled ‘“Mexico’s
bank privatization gamble,” by Scott
B. MacDonald, which has charts and
all, I am going to quote, ‘‘This reflects
Salinas’ willingness to bet that the
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newly recreated financial groups will

not embark upon a speculative frenzy.”

It has already. Why? As of January 1
and down along my line, down in the
border, we had a little glimmering
about the so-called new peso, which in
Mexico is the big discussion. The Mexi-
can Government, as of January 1,
though they enacted it last year, get-
ting ready for this, what I call giant
casino speculation that is going to
suck in a lot, it has already started,
announced that it was going to have a
new peso.

So what they did, instead of the
thousand peso bill, they printed a 1-
peso bill. So Mexican citizens in Mex-
ico were telling me, “Well, we don't
know what this is all about. It makes
no difference. We still have to ante up
the same amount of money when we
want to buy things.”

I said, ‘‘Well, that is true, because it
has relevancy in Mexico, if you want to
buy things.”

But what it did was devalue the dol-
lar and enhanced the peso, when it
comes to international or Mexico-Unit-
ed States transactions. That means
that the American purchaser of all of
these dire goods we must buy, natural
goods, you will have to pay 3 times
more. But what it means in this situa-
tion, because in correlating these very
complicated statutory references, in
this section of the trade agreement
known as finance, you find that what it
really does is give Mexican banks cer-
tain powers among which they can do
business in the United States, but also
American banks.

And in this case the principal ones.

Mr. Speaker, I include for the
RECORD the documents to which I re-
ferred.

FEDERAL INCOME TAX ISSUES IN THE ORGANI-
ZATION, FINANCING, AND OPERATION OF
MAQUILADORAS
(By William R. Leighton* and T. Richard

Sealy III**)
1. INTRODUCTION

Begun in 1966 in response to the United
States’ elimination of its Bracero Program,!
Mexico's Maquiladora Program, created to
encourage U.S. and other non-Mexican enter-
prises to establish manufacturing facilities
in Mexico, has become that nation’s most
successful means of attracting foreign in-
vestment, and has spawned a domestic indus-
try whose economic output is second only to
that of Mexico's national oil industry.? In
the decade of the 1980s, the maquiladora in-
dustry experienced explosive growth from six
hundred and twenty plants in 1980 to more
than two thousand currently which employ
approximately five hundred thousand work-
ers earning an average wage of five dollars
per day plus a free lunch.?

Maquiladoras are also important to the
United States' economy. U.S.-Mexico bilat-
eral trade hit a record $59 billion in 1990,
making Mexico the United States’ third larg-
est trading partner.® Total U.S. exports to
Mexico tripled between 1986 and 1990 from
$12.4 billion to $28.4 billion.® Maquiladoras
account for a substantial share of this trade.
The University of Texas estimates that U.S.
sales to maquiladoras were worth approxi-
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mately $8 billion in 1989. This estimate is
corroborated by both the Bank of Mexico,
which states that goods imported from all
countries in 1988 for use in the maquiladora
sector amounted to $7.8 billion, and by U.S.
production-sharing statistics, which show
that U.S.-origin value incorporated in
maquiladora imports from Mexico during
1989 was worth $6 billion.® Mexico tends to
“buy American’—the United States supplies
seventy percent of Mexico’s imports.” The
maquiladora trade dominates U.S. imports
from Mexico, accounting for forty-four per-
cent in 1989. Absent the agricultural, petro-
chemical, and steel sectors, to which foreign
assembly | provisions do mnot apply,
Maquiladoras goods accounted for seventy-
eight percent of total imports.® Also, 1989
U.S. imports from Mexico contained fifty-
one percent U.S.-origin content compared
with thirty-three percent for imports from
Canada, and thirteen percent for the rest of
the world.? Maquiladoras purchase the over-
whelming majority of their components and
supplies from U.S. sources.1® In 1990, U.S. ex-
ports to Mexico were related to 538,000 U.S.
jobs, half of them created in recent years.}!
Obviously, the United States has a direct
economic interest in the continued viability
of the maquiladora industry.

While no particular form of organization is
required by Mexican law to qualify for
maquiladora status,}? the preferred form of
operation seems to be the “Sociedad
Anonima de Capital Variable (S.A. de C.V.),
which is essentially the Mexican counterpart
of a corporation in the United States.!® Un-
less otherwise specifically stated, the
maquiladora business scenarios in this arti-
cle assume a United States parent corpora-
tion conducting a maquiladora operation
through a wholly-owned S.A. de C.V. subsidi-
ary, or a United States corporation and a
Mexican S.A. de C.V. enjoying a brother-sis-
ter relationship.!* This article principally
considers various United States federal in-
come tax issues in the formation, financing,
and operation of maquiladoras. The first sec-
tion discusses ‘‘debt/equity swaps,” which
have frequently been used to provide the ini-
tial funding for maquiladoras. The following
sections then consider the income tax effect
of the operations of maquiladoras, including
transfer pricing, intercompany services,
intercompany expenses, intercompany use of
tangible and intangible assets, and intercom-
pany receivables under L.R.C. §482, the im-
pact of I.LR.C. §1059A on correlative adjust-
ments under L.LR.C. §482, and the ‘‘contiguous
country” election of I.R.C. §1504(d).

11. DEBT/EQUITY SWAPS
A. General Background

Due to economic conditions in Latin Amer-
ican and other developing countries, and the
problems encountered in servicing their
worldwide debt, the governments of such
countries have been willing to enter into so-
called “‘debt/equity swaps' with foreign busi-
nesses. Due to lack of creditworthiness,
these developing nations' foreign public-sec-
tor debt can be purchased on the inter-
national market at substantial discounts
from face value. A typical market purchase
price would be sixty-five percent of face
value, i.e., a market discount of thirty-five
percent. In order to encourage foreign in-
vestment and to ease the debt burden, the
governments of these countries will repur-
chase (retire) this debt with government
funds for eighty-five to one hundred percent
of face value. The funds used to repurchase
the debt must, however, be invested in the
debtor country, typically through corpora-
tions organized under the laws of the debtor
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country. Thus, United States parent corpora-
tions are able to obtain foreign debt on the
international market for a cost of sixty-five
percent of face value, plus a one to two per-
cent commission to the investment banker
(or other broker), and exchange it for foreign
currency worth eighty-five to one hundred
percent, of the face value, which must be used
for capital investment in the nation which
issue the debt. A debt/equity swap permits
an enterprise to acquire far more local cur-
rently (thus, buying power) than it could by
simply purchasing currency at the prevailing
market exchange rate.!®> Mexico, Chile, Ar-
gentina, Brazil, and the Philippines are
among the nations with such programs.1®

E. Merico's Debt/Equity Swap Program

The government agencies responsible for
conducting the Mexican debt/equity conver-
sion program are the Secretaria de Hacienda
y Crédito Piblico (Ministry of the Treasury
and Public Credit or SHCP), and the
Comision Nacional de Inversiones
Extranjeras (National Commission on For-
eign Investments or CNIE).? Prior to the ac-
tual transaction, the U.S. parent corporation
(investor) conducts extensive negotiations
with these agencies concerning the intended
use of the proceeds of the swap, i.e., the type
of investment to be made in the Mexican
economy.!® There are no limitations on these
transactions, although the Mexican govern-
ment has established criteria to rank them
according to their perceived benefit to the
economy. For example, purchase of stock in
public enterprises which the government is
privatizing (e.g., Aeronaves de Mexico),
projects which will export most of their pro-
duction (or which will effect import substi-
tution, i.e., will produce goods in Mexico
which it is currently importing), projects in-
volving the transfer to Mexico of advanced
technology, and projects which will be situ-
ated away from Mexico City receive high-pri-
ority.}® The basic aim of the program is to
avoid the outflow of the peso proceeds of the
swaps, so that proposals involving the pur-
chase of machinery and equipment from
abroad, the repayment of debt to foreign
(i.e., non-Mexican) lenders, or increases in
working capital not specifically related to a
priority use are not considered.?® The gov-
ernment also prefers to grant equity injec-
tions to enterprises which are already to-
tally owned by non-Mexican interests.2
After all, the program is designed to attract
new foreign investment, rather than simply
to reshuffle pre-existing domestic invest-
ment,

There are, however, specific limitations on
the form which the new investment must
take. Under section 5.11(a) of the New Re-
structuring Agreement of the Mexican For-
eign Public Sector Debt of August 29, 1985,2
the investment must take the form of
“qualified capital stock." Section 5.11(b) of
the agreement defines *qualified capital
stock' as capital stock of any Mexican pub-
lic sector entity or private sector company
which is:

(1) issued in registered, certificated form in
the name of the foreign bank holding the
Mexican foreign debt, or in the name of a
person (in the case of this article, the U.S.
parent company wishing to participate in
the debt/equity substitution program) which
the Bank designates and which is not a
“Mexican entity” (any individual who is a
resident of Mexico, and any non-individual
entity with its principal place of business in
Mexico);

(2) not transferable to any Mexican entity
before January 1, 1998, and the certificate of
which bears a legend to this effect;

CONGRESSIONAL RECORD—HOUSE

(3) not by its terms subject to redemption
on a basis more favorable to the bank or the
designated person than the amortization of
the debt for which it is issued in exchange
(i.e., the stock cannot be redeemed prior to,
or in amounts greater than, payments due
under the Mexican foreign debt instrument
for which the stock is issued in exchange);

(4) not entitled to guaranteed dividends
payable irrespective of earnings and profits;
and

(5) not convertible into any instrument or
security other than qualified capital stock.

Once the CNIE and SHCP have approved
the proposed investment and authorized the
swap, the U.S. parent will purchase Mexican
foreign debt from a foreign bank for a deep
discount, for example, sixty cents for each
one dollar of face value. The debt will then
be cancelled by the SHCP. The SHCP will
then crate and fund an account in the Mexi-
can treasury (Tesoreria de la Federacion) for
the Mexican subsidiary with an amount of
pesos calculated by multiplying the face
amount of the cancelled debt (always de-
nominated in dollars) by the current pesos
per dollar exchange rate, less a discount de-
termined in advance by the government
agencies, which varies inversely with the de-
termined priority of the investment. For ex-
ample, assume that the U.S. parent acquires
one million dollars face amount of Mexican
debt on the international market for six
hundred thousand dollars, that the free-mar-
ket rate of exchange on the date of funding
is three thousand pesos/dollar, and that the
priority discount is ten percent. The subsidi-
ary’s account will be credited with three bil-
lion pesos (one million dollars face amount
of debt x three thousand pesos/dollar ex-
change rate), less a discount of three hun-
dred million pesos (ten percent of the three
billion pesos), for a total of two billion,
seven hundred million pesos. The subsidiary
will then issue qualified capital stock, with a
par value equal to the peso proceeds, to the
U.S. parent. Thus, in our example, for six
hundred thousand dollars plus transaction
costs, the U.S. parent acquires one hundred
percent ownership of a Mexican subsidiary
with a bank account worth nine hundred
thousand dollars® which must be used for
the authorized investment in Mexico.

C. Revenue Ruling 87-124

Revenue Ruling 87-12424 sets forth the posi-
tion of the Internal Revenue Service on debt/
equity swaps. The ruling provides, in Situa-
tion 1, a typical debt/equity swap scenario. X
is a U.8. bank which holds a dollar-denomi-
nated debt (the obligation) of foreign coun-
try FC, evidencing a loan of one hundred dol-
lars which X made to FC's central bank. X's
adjusted basis in the obligation is one hun-
dred dollars. Y is a U.S. domestic corpora-
tion, and FX is a corporation organized
under the laws of FC. FX engages in business
in FC but not in the U.S. The local currency
of FC is the LC. The free-market exchange
rate on July 1, 1987 was ten LCs per dollar.

FC has a program under which a holder of
FC’s dollar-denominated debt can negotiate
with the central bank of FC to receive LCs if
the holder agrees to invest the LCs in the
stock of an FC corporation or otherwise use
the LCs in FC in a manner approved in ad-
vance by the government of FC. The program
controls the LCs by either remitting the LCs
to, or crediting them to the account of, an
FC corporation that issues capital stock to
the holder, or by otherwise channeling the
LCs to a designated use in FC. In the case of
a stock investment, the stock cannot be sold
or otherwise transferred to other FC enti-
ties. The amount of LCs which the central
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bank will give the holder in exchange for the
debt varies according to how the LCs are
used.

In accordance with a prearranged plan pur-
suant to the FC program, on July 1, 1987, Y
purchased the obligation from X for sixty
dollars, which was the fair market value of
similar FC debt in the secondary inter-
national markets. X, on behalf of Y, deliv-
ered the obligation to the central bank,
which credited the account of FX with nine
hundred LCs. FX then issued all of its cap-
ital stock to Y.

According to ruling 87-124, under LR.C.
§1001(a), X realizes a loss of the sale of the
obligation to Y in the amount of the excess
of its adjusted basis in the obligation (one
hundred dollars) over the amount realized on
the sale (sixty dollars). Y's adjusted basis in
the obligation is sixty dollars. Y is consid-
ered to have received the nine hundred LCs
from the central bank in exchange for the
obligation, and then to have contributed the
LCs to FX in exchange for the FX stock. Y
realizes a gain on the exchange of the obliga-
tion for the nine hundred LCs to the extent
that the fair market value of the nine hun-
dred LCs exceeds sixty dollars, Y's adjusted
basis in the Obligation. The fair market
value of the nine hundred LCs is determined
by taking into account all of the facts and
circumstances of the exchange. The limita-
tion on Y's use of the nine hundred LCs will
generally reduce their fair market wvalue
below the free-market exchange rate of nine-
ty dollars. Y’'s basis in the nine hundred LCs
is sixty dollars plus the gain recognized on
the exchange. The fair market value of the
FX stock is presumed equal to that of the
nine hundred LCs, and is Y's basis in the FX
stock.

Situation 1 of the ruling is clearly pat-
terned upon a program very similar to, if not
identical with, the Mexican program. Thus,
under the ruling, the U.S. parent, which in
the Mexican program example purchased
three billion pesos debt for six hundred thou-
sand dollars, would realize a gain on the
debt/equity swap equal to the excess of the
fair market value of the two billion, seven
hundred million pesos, as restricted by the
Mexican government, over six hundred thou-
sand dollars, which is the U.S. parent's ad-
justed basis in the Mexican debt exchanged
for the pesos.

Many U.S. parent companies who utilize
debt/equity swaps do not agree with Revenue
Ruling 87-124's conclusion that they are not
taxable events which result in realized and
recognized gain. The following portions of
the article consider the major arguments ad-
vanced against the ruling.

D. The Step Transaction Doctrine

Taxpayers have attacked the ruling under
the ‘‘step transaction doctrine." This section
of the article considers the doctrine, its ap-
plication to debt/equity swaps, arguments
which have been advanced under the doctrine
against the ruling, and possible counter-ar-
guments.

1. Does the Doctrine Apply to Debt/Equity
Swaps, Assuming That the Taxpayer Can
Assert It?

The step transaction doctrine is a rule of
substance over form?* that ‘‘treats a series
of formally separate ‘steps’ as a single trans-
action if such steps are focused toward a par-
ticular result."”26 The 'Max Court has de-
scribed the doctrine as follows:

The step transaction doctrine generally ap-
plies in cases where a taxpayer seeks to get
from point A to point D and does so stopping
in between at points B and C. The whole pur-



February 22, 1993

pose of the unnecessary stops is to achieve
tax consequences differing from those which
a direct path from A to D would have pro-
duced. In such a situation, courts are not
bound by the twisted path taken by the tax-
payer, and the intervening stops may be dis-
regarded or rearranged.??

The existence of an overall plan does not
require that the steps comprising it be dis-
regarded. The step transaction doctrine com-
bines a series of individually meaningless
steps into a single transaction.?® Thus, the
party seeking to invoke the doctrine? must
show that the steps are individually mean-
ingless or unnecessary, i.e., that they lack
independent economic significance. 30

It has been argued that, under this doec-
trine, the steps of a debt/equity swap should
be collapsed into a contribution of capital by
the U.S. parent to its Mexican subsidiary in
exchange for its stock, thus escaping tax-
ation under LR.C. §351. Under this scenario,
the purchase of the Mexican debt, its trans-
fer to the Mexican government, and the de-
posit of the pesos to a bank account for the
subsidiary, would be disregarded.?

On the other hand, it can be argued that
each step in a debt/equity swap has independ-
ent economic significance and is undertaken
for valid business purposes. The investor
(U.S. parent) purchases the Mexican foreign
debt from an unrelated holder in the inter-
national market at a bargained-for, arm’s
length price. This transaction is, arguably,
economically significant because the holder
parts with foreign public-sector debt, with
uncertain prospects for repayment, and re-
ceives money (dollars, a stable international
currency) in exchange. The investor parts
with that same money and receives the debt,
thereby assuming the position of the original
holder. The real economic positions of these
parties have changed.

In the next step, the investor transfers the
discounted debt to the Mexican government,
and receives in exchange (through its sub-
sidiary) money, this time in the form of
pesos, an international currency with less
stability than the dollar, but with a more
certain value than the debt. The Mexican
government is relieved of a portion of its
debt burden, which includes future debt-serv-
ice costs in the form of out-flows of foreign
exchange, as well as the time and effort
which it might spend in future restructuring
negotiations, in return for simply issuing
more of its own currency, which carries no
risk, except perhaps added inflationary pres-
sures.’?

In the last step, the currency is expended
to create a facility which produces goods at
a much lower cost than would be possible in
the United States, benefitting the investor,
and which expands Mexico's capital stock,
creating jobs for its citizens and providing
new technology to its industry.

Each “step’ may thus constitute a legiti-
mate business transaction with economic
substance. Further, it may be suggested that
all of them are necessary to accomplish the
objectives of both the Mexican government
and of the investor. The mere fact that, to-
gether, they form the ‘‘overall plan' of the
debt/equity swap may not deprive them of
their independent significance.

2. May the Taxpayer Successfully Assert the
Doctrine?

Assuming that the taxpayer invokes the
doctrine, thereby attacking the form in
which he has voluntarily chosen to cast the
transaction, the general rule is that “‘while a
taxpayer is free to organize his affairs as he
chooses, nevertheless, once having done so,
he must accept the tax consequences of his
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choice, whether contemplated or not, and
may not enjoy the benefit of some other
route he might have chosen to follow but did
not.' 33

By contrast, ‘the Government may not be
required to acquiesce in the taxpayer's elec-
tion of that form. . . . The Government may
look at actualities and, upon determination
that the form employed . . . is unreal or a
sham, may sustain or disregard the effect of
the fiction as best serves the purpose of the
tax statute.”” 3

Thus, there may be some guestion as to
whether a taxpayer may successfully invoke
the step-transaction doctrine and contend
that the substance of the transaction differs
from the form in which he chose to place it.3s

E. Presumed Equivalency In Value Argument

Taxpayers have also argued that Revenue
Ruling 87-124 is incorrect by asserting that,
even if the debt/equity swap’s steps are to be
viewed separately, and that the Mexican
debt is in fact exchanged for Mexican cur-
rency in a taxable event, the currency re-
ceived should be presumed to be equivalent
in value to the debt exchanged for it, alleg-
edly because the currency is incapable of
being valued.®® On the other hand, there ex-
ists a ready international market for pesos;
daily quotes are available for peso/dollar ex-
change rates. The restrictions on the use of
the pesos must also be taken into account.
However, it should also be remembered that
the pesos are used for a purpose desired by
the investor.

F. Capital Contribution Under LLR.C. §118

The final argument against application of
the ruling and taxation of the debt/equity
swap which this article considers is that the
excess of the value of the Mexican currency
over the cost of the debt exchanged for it
represents a contribution to the Mexican
subsidiary’s capital by the Mexican govern-
ment, and is exempt from taxation under
LR.C. §118.37 That section provides that, ‘‘in
the case of a corporation, gross income does
not include any contribution to the capital
of the taxpayer.”® The regulations under
the section state that it applies to contribu-
tions to capital made by persons other than
shareholders, and gives as an example the
value of land or other property contributed
to a corporation by a governmental unit *‘for
the purpose of inducing the corporation to
locate its business in a particular commu-
nity,” or to enable it to expand its facili-
ties.?®

Thus, the argument goes, the excess of the
value of the pesos over the cost of the debt
represents ‘‘property’ ‘‘contributed’ by the
Mexican government to the subsidiary or the
investor to induce them to build the facility
in Mexico. A potential problem with this ar-
gument, however, is that the pesos are not
an outright grant, but are paid in exchange
for the cancellation of the debt, which bene-
fits the government. The regulations provide
that ‘‘the exclusion does not apply to any
money or property transferred to the cor-
poration in consideration for goods or serv-
ices rendered.” % The Mexican government
makes its payment of currency in exchange
for the direct benefit of the repayment of a
portion of its debt with its own currency,
rather than foreign exchange, and the con-
comitant reduced future debt service costs
and associated activities.®

The foregoing discussion involves issues re-
lating to the formation and financing of
maquiladoras. The remainder of the article
addresses some tax aspects of a
maquiladora’s operations.
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1. LR.C. §482 ALLOCATIONS INVOLVING
MAQUILADORAS
A. General Background

As the maquiladora industry typically in-
volves two or more closely related entities,
there exists a great potential for the shifting
of income and expenses between the related
entities. As a result, many issues can arise
in the maquiladora industry with respect to
allocations under I.LR.C. §482. Section 482 pro-
vides that

“In any case of two or more organizations,
trades, or businesses (whether or not incor-
porated, whether or not organized in the
United States, and whether or not affiliated)
owned or controlled directly or indirectly by
the same interests, the Secretary [of the
Treasury] may distribute, apportion, or allo-
cate gross income, deductions, credits, or al-
lowances between or among such organiza-
tions, trades, or businesses, if he determines
that such distribution, apportionment, or al-
location is necessary in order to prevent eva-
sion of taxes or clearly to reflect the income
of any of such organizations, trades, or busi-
nesses.”

The purpose of I.R.C. §482 is to place a con-
trolled taxpayer on a tax parity with an un-
controlled, unrelated taxpayer.i? Moreover,
an intent to evade tax is not a prerequisite
to an I.LR.C. §482 allocation. 12

A necessary concomitant of ILLR.C. §482's
broad grant of authority to allocate the
specified items is that any such allocation
must be sustained absent a showing that the
Internal Revenue Service has abused its dis-
cretion.#

The regulations promulgated pursuant to
LR.C. §482 provide that if the secretary
makes an adjustment to the income of one
member of a group of controlled taxpayers,
he shall also make appropriate correlative
adjustments to the income of any other
member of the group involved in the alloca-
tion.%

Section 482 issues may arise in the
maquiladora context in several ways. The
most common problems, which will be dis-
cussed below, are transfer pricing, intercom-
pany services, payment of intercompany ex-
penses, intercompany use of tangible assets,
and transfer of intangibles. Although a dis-
cussion of transfer pricing is included, trans-
fer pricing issues generally arise in the con-
text of attempting to shift the income from
an entity in a higher tax country to a related
entity in a lower tax jurisdiction.
Maquiladoras, however, typically involve
Mexican corporations formed to provide
labor intensive services at reduced cost to
American parents. The Mexican
maquiladoras are generally not profit cen-
ters, but are more in the nature of cost cen-
ters. Thus, most of the ILR.C. §482 issues
which will arise with respect to
maquiladoras will involve the American en-
tity incurring costs on behalf of its
maquiladora.

B. Transfer Pricing

Although it will not be common, transfer
pricing issues could arise with respect to
sales of products from the Mexican
maquiladora to its related American entity.
The regulations under LR.C. §482 provide
that where one member of a group of related
entities sells tangible property to another
member of the group at other than an arm’s
length price, the Internal Revenue Service
may make appropriate allocations between
the buyer and the seller to reflect an arm’'s
length price.# If this issue were to arise with
respect to a maquiladora, it would involve a
Mexican entity inflating the cost of items
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sold to the related American entity in an ef-
fort to increase the American entity’s cost of
goods sold, which in turn would reduce its
net income. As stated above, most Mexican
maquiladoras are cost centers rather than
profit centers; thus, there is little attempt
to shift income to the Mexican entity.

If a transfer pricing issue does arise, the
required analysis focuses on a determination
of the arm's length price.*” The regulations
prescribe three methods of determining an
arm'’s length price and the standards for ap-
plying each method.*® The three methods are
the comparable uncontrolled price method,
the resale price method, and the cost-plus
method. The regulations further provide that
the three methods should be used in the
order stated; thus, resort to the second
method should only be had if there are no
comparable uncontrolled sales, and the third
method should only be used if neither the
first nor the second method is available ¥

The comparable uncontrolled price method
requires that the arm’s length price of a con-
trolled sale be equal to the price paid in
comparable uncontrolled sales, subject to
certain ascertainable adjustments for the
“quality of the product, terms of sale, intan-
gible property associated with the sale, time
of the sale,”” and the market in which the
sale takes place. If such adjustments are
not ascertainable, this method can not be
used.®® ‘“‘Uncontrolled sales are sales in
which the seller and the buyer are not mem-
bers of the same controlled group,” and in-
clude *‘(a) sales made by a member of the
controlled group to an unrelated party, (b)
sales made to a member of the controlled
group by an unrelated party, and (c) sales
made in which the parties are not related to
each other.' 52

If the comparable uncontrolled price meth-
od is not appropriate, the resale price meth-
od must be considered. The theory behind
the resale price method is to determine the
buyer's (reseller's) gross profit percentage
(markup) on resales of similar property pur-
chased from an unrelated entity.* The resale
price method is generally not appropriate if
the buyer (reseller) has ‘‘added more than an
insubstantial amount of value to the prop-
erty by physically altering the property be-
fore resale.”™ Additionally, the following
factors should be considered when determin-
ing whether similar purchases and resales
are comparable—

(a) the type of property involved in the
sale; (b) the functions performed by the
buyer with respect to each product; (¢c) the
effect on price of any intangible property
utilized by the reseller in connection with
the property resold; and (d) the geographic
market in which the functions are performed
by the buyer.5

Although maquiladoras almost always in-
volve labor intensive work, including proc-
essing and assembling which, by their very
nature, add more than an insubstantial value
to the property, the resale price method
could be appropriate if the maquiladora sells
its products to its parent which resells them
on the United States market without further
processing, i.e., in effect acting merely as a
distributor. The focus would be on the first
uncontrolled sale outside of the controlled
group. From this sales price would be sub-
tracted an appropriate markup (determined
from the parent’s resales of products pur-
chased from unrelated entities, or from in-
formation from other persons selling com-
parable products) to determine an appro-
priate transfer price between the
maquiladora and the parent.

If neither the comparable uncontrolled
price method nor the resale price method is
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available, however, the regulations direct
the consideration of the use of the cost plus
method. Under this method, ‘‘the arm’s
length price of a controlled sale of property
shall be computed by adding to the cost of
producing such property, an amount which is
equal to such cost multiplied by the appro-
priate gross profit percentage, plus minus
the appropriate adjustments.””5 Thus, the
method determines the appropriate gross
profit percentage for the related party sales
by determining the seller's cost of produc-
tion and adding to such cost the gross profit
percentage earned on similar sales to unre-
lated parties, or earned by other persons sell-
ing comparable products. The same types of
factors considered in determining com-
parability of sales for the resale price meth-
od should be considered with respect to com-
parability of sales for the resale price meth-
od should be considered with respect to com-
parability of sales for the cost plus method.®”

The regulations further provide that if
none of the three methods outlined above is
appropriate, then some other appropriate
method, or variation of such methods, may
be used.®® Of course, no guidance with re-
spect to other methods or variations of the
above methods is provided.

Given the nature of the maquiladora indus-
try, the Mexican company will probably be
providing all of its products to its United
States parent. Thus, the ability to rely on
the comparable uncontrolled price method
would depend upon whether the United
States parent purchased comparable prod-
ucts from unrelated entities, or whether
there were comparable sales involving to-
tally unrelated entities. If the comparable
uncontrolled price method is unavailable,
then the resale price method may be used to
determine the appropriate transfer price, if
the parent sells the the product without fur-
ther processing. Otherwise, the government
would be forced to relay on the cost plus
method.

C. Intercompany Services

As a general rule, ““‘when one member of a
group of controlled entities performs mar-
keting, managerial, administrative, tech-
nical, or other services for the benefit of, or
on behalf of another member of the group
without charge,”” or at less than an arm’s
length charge, the Internal Revenue Service
may make appropriate allocations to reflect
an arm’s length charge.5® Given the close re-
lationship between most American entities
and their Mexican maguiladoras, and that
most maquiladoras are operated as cost cen-
ters, it is very common for American compa-
nies to provide administrative and manage-
rial services to their maquiladoras. In such
situations, the Internal Revenue Service
may attempt to allocate an arm’s length
charge for the services provided by the
American company to its maquiladora.

The regulations provide that “an arm's
length charge for services rendered shall be
the amount which was charged or would
have been charged for the same or similar
services in independent transactions with or
between unrelated parties under similar cir-
cumstances.""® The regulations further pro-
vide that, “‘except in the case of services
which are an integral part of the business ac-
tivity of either"” of the parties involved, “the
arm’s length charge is deemed to be the
amount of the costs or deductions incurred
with respect to such services, unless the tax-
payer establishes a more appropriate
charge.”® Services are considered to be an
“integral part of the business activity” if ei-
ther the provider or the recipient “is en-
gaged in the trade or business of rendering

February 22, 1993

similar services to one or more unrelated
parties,” 8 or if the provider “‘renders serv-
ices to one or more related parties as one of
its principal activities.””®® When the
“amount of an arm’s length charge for serv-
ices is determined with reference to the costs
or deductions incurred with respect to such
services,” all direct and indirect costs asso-
ciated with such services must be taken into
account.® If the taxpayer has ‘‘allocated and
apportioned costs or deductions to reflect
arm's length charges . . . in a consistent and
reasonable manner which is in accord with
sound accounting practices,” such method
will be allowed.%s

Allocations for services may also be made
with respect to services performed for the
“joint benefit of the members of a group of
controlled entities."" ® In such a case, the al-
location should be made in accordance with
the “relative benefits intended from the
services,” without the aid of hindsight.s”
However, no allocation is to be made if the
expected benefits to the other members of
the group were so remote that ‘unrelated
entities would not have charged for such
services.”"® Furthermore, the regulations
provide that an allocation will generally not
be necessary if the service is merely a dupli-
cation of a service which the related party
has independently performed or is perform-
ing for itself.%®

The Internal Revenue Service may also
disallow expenses for services paid by the
United States parent which are for the direct
benefit of the Mexican subsidiary under the
general principles of ILR.C. §162. For exam-
ple, assume that a United States corporation
pays the salary of a manager who is em-
ployed by, and spends all of his time provid-
ing management services to, the corpora-
tion's wholly owned Mexican maquiladora. It
would be difficult to argue that incurring ex-
penses for the benefit of another entity is ei-
ther ordinary or necessary for the American
company, as required for deductibility under
section 162.7° This issue will be addressed fur-
ther below in the context of the I.R.C. §1059A
discussion.

D. Payment of Intercompany Erpenses

Intercompany services are not the only ex-
penses which may be incurred by the domes-
tic entity on behalf of foreign related enti-
ties. Given the nature of the maquiladora in-
dustry and the assumptions relied upon here-
in, the domestic entity will control, for the
most part, both the resources and the deci-
sion-making of its maquiladora. Inevitably,
the domestic entity will incur and deduct
traditional operating expenses, such as pro-
fessional services, insurance, travel, sup-
plies, maintenance, and utilities, which ben-
efit the Mexican company.

Expenses incurred by a domestic company
on behalf of its maquiladora may be chal-
lenged by the Internal Revenue Service
under either I.R.C. §482 or §162. As stated
above, the theory behind section 482 is to de-
termine what the income and expenses of
members of controlled groups of taxpayers
would have been had such members dealt
with each other at arm's length. At arm’s
length, taxpayers simply do not pay the ex-
penses of other taxpayers. Under section 482,
the Internal Revenue Service could either al-
locate the deduction to the entity who bene-
fited from it, or impute income to the entity
who erroneously deducted it, with a cor-
responding allocation of the deduction to the
other party.™

As stated with respect to intercompany
services, the Internal Revenue Service may
choose to disallow the deductions under
LR.C. §162. Business expenses must be both



February 22, 1993

ordinary and necessary to be deductible. The
payment of someone else's debt is simply not
an “ordinary’ expense.”™

E. Intercompany Use of Tangible Assets

Problems can arise with respect to the
transfer of equipment and other tangible as-
sets from the domestic entity to its con-
trolled Mexican company. If the domestic
company owns equipment and allows the
Mexican company to use it either at less
than fair market value or at no charge, the
Internal Revenue Service may use section
482 to impute lease income to the domestic
company at an arm’s length rate.™

Additional problems can arise if domestic
companies claim depreciation with respect
to assets purchased by them, but used by
their Mexican controlled corporation. I.LR.C.
§167 allows a deduction for the reasonable al-
lowance for the exhaustion, wear and tear of
property used in a trade or business or of
property held for the production of income.
In a maquiladora context, the first hurdle in
establishing an entitlement to a deprecia-
tion deduction is proving that the assets are
used in the American company's trade or
business. If the assets are only being used by
the Mexican subsidiary in its trade or busi-
ness, then there should be no depreciation
deduction for the American company.

If it can be established that the assets are
used in the American company's trade or
business, but are still located abroad, the de-
preciation deduction may be limited by
LR.C. §168(g). Section 168(g) provides, in per-
tinent part, that the depreciation deduction
allowed by section 167 for property used pre-
dominantly outside the United States during
the taxable year is subject to the alternative
depreciation system set forth in section
168(g)(2), which would generally call for
straight line depreciation over a twelve-year
period.

F. Intercompany Receivables

The transfer and sale of goods and services
between related entities often creates receiv-
ables between such related entities. The
magquiladora industry is no exception. Any
time there are receivables or loans between
two or more related entities, issues can arise
with respect to imputed interest on such re-
ceivables and loans. The section 482 regula-
tions provide that where one member of a
group of related entities ‘“‘makes a loan or
advance directly or indirectly to, or other-
wise becomes a creditor of, another member
of the group and either charges no interest
or charges interest at a rate which is' below
an arm’'s length rate, the Internal Revenue
Service may make appropriate allocations to
reflect an arm’s length rate of interest.”™ The
regulations provide that the Internal Reve-
nue Service may impute an appropriate rate
of interest with respect to loans or advances
of money, and with respect to “indebtedness
arising in the ordinary course of business
from sales, leases, or the rendition of serv-
ices by or between members of the group.” ™

The regulations generally provide that in-
terest should be imputed from the day after
the indebtedness arises until the day it is
satisfied.” However, with respect to inter-
company trade receivables involving a for-
eign debtor, “‘interest is not required to be
charged until the first day of the [fourth
month] following the month in which the re-
ceivable arises.”™ The regulations also pro-
vide that if it is an industry practice to
allow longer periods to run before charging
interest on similar transactions, then such
longer period will be allowed.™ The regula-
tions also provide a safe harbor rate between
the ‘“‘applicable federal rate (determined
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under L.R.C. §1274(d)) and 130% of the appli-
cable federal rate.™

Thus, assuming there are no advances or
other typical loans between the domestic en-
tity and its related maquiladora, which are
typically avoided in the maquiladora indus-
try because of Mexican withholding require-
ments, imputed interest on intercompany
trade receivables can be avoided by repaying
such receivables in less than four months.

G. Transfer of Intangibles

The Tax Reform Act of 1986 amended,
L.R.C. §482 by adding the following sentence,
“In the case of any transfer (or license) of in-
tangible property (within the meaning of
section 936(h)(3)(B)), the income with respect
to such transfer or license shall be commen-
surate with the income attributable to the
intangible.”® Prior to the amendment of
section 482, the Internal Revenue Service re-
lied on the principles espoused in the section
482 regulations.®

The regulations provide that where intan-
gible property or an interest therein is trans-
ferred, sold, assigned, loaned, or otherwise
made available by one member to another
member of a controlled group of corpora-
tions for other than an arm’s length consid-
eration, the Internal Revenue Service may
make necessary allocations to reflect an
arm's length consideration.®2 The regula-
tions generally provide that the standard to
be applied in determining the amount of an
arm's length consideration is the amount
that would have been paid by an unrelated
party for the same intangible property under
the same circumstances.® If there is no com-
parable transaction involving an unrelated
taxpayer, then the regulations provide spe-
cific factors to be considered in arriving at
the amount of an arm's length consider-
ation.®

The standard set forth in section 482 looks
to the income to be derived from the transfer
of the intangible as indicative of arm’s
length consideration. Prior case law focused
on the amount that an unrelated buyer
would have paid for the same rights in the
intangible without sufficient consideration
of all of the terms and conditions surround-
ing the transfer. Although there are no cur-
rent regulations interpreting the amendment
to section 482, the legislative history pro-
vides meaningful insight. The Ways and
Means Committee report explaining the
House version of the bill provides that one of
the factors to be considered in determining
the profit potential of the intangible trans-
ferred is that ‘‘extent to which the trans-
feree bears real risks with respect to it abil-
ity to make a profit from the intangible, or,
instead, sells products produced with the in-
tangible largely to related parties . .. and
has a market essentially dependent on, or as-
sured by, such related parties’ marketing ef-
forts.” 8 Additionally, the committee report
explains that the most important factor is
the “‘profit or income stream generated by or
associated with intangible property.''% An-
other important change is that hindsight
will now be an appropriate factor in the
analysis.?” In other words, the new law is in-
tended to cause the parties to analyze the
payments being made over time, requiring
appropriate adjustments for changes in the
income attributable to the intangible. The
inquiry is no longer limited to the facts in
existence at the time of the transfer.

Unfortunately, there are no current guide-
lines to comply with the amendment to sec-
tion 482. Furthermore, given the large num-
ber of U.S. companies which have shifted
their manufacturing and processing oper-
ations to Mexico and other foreign countries,
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and the degree to which technology plays a
part in such manufacturing and processing,
it is impossible to forecast the impact of this
amendment to section 482, Congress clearly
believed there was a problem in the way the
section 482 regulations handled the transfer
of intangibles, and enacted the amendment
to section 482 to tighten the rules. It will be
left to the courts to provide the final analy-
sis,
IV. CORRELATIVE ADJUSTMENTS UNDER 1.R.C.
§482 AND LR.C. §1059A
A. Correlative Adjustments

As stated above, whenever the Internal
Revenue Service makes a section 482 adjust-
ment to the income of one member of a
group of controlled taxpayers, it must also
make appropriate correlative adjustments to
any other members of the group related to
the allocation.®® The regulations provide
that the correlative adjustment shall actu-
ally be made if the U.S. income tax liability
of the other member(s) of the group would be
affected for any pending taxable year. A
pending taxable year is defined as “‘any tax-
able year with respect to which the U.S. in-
come tax return of the other member has
been filed by the time the allocation is
made, and with respect to which a credit or
refund is not barred by the operation of
law.”’ 8 Even “if a correlative adjustment is
not actually made,” it shall ‘‘be deemed to
have been made for the purpose of determin-
ing" that member's “U.S. income tax liabil-
ity in a later year, or for the purposes of de-
termining the U.S. tax liability of any other
person for any taxable year." %0

The regulations also provide that the cor-
relative adjustment is not to be made until
there is some degree of finality with respect
to the primary section 482 adjustment. Under
the regulations, the correlative adjustment
should not be made until the earliest of the
following events involving the primary ad-
justment:

(a) the date of assessment of the tax fol-
lowing execution by the taxpayer of a Form
870 (Waiver of Restriction on Assessment and
Collection of Deficiency in Tax and Accept-
ance of Overassessment) with respect to the
adjustment;

(b) acceptance of a Form 870-AD (Offer of
Waliver of Restriction on Assessment and
Collection of Deficiency in Tax And Accept-
ance of Overassessment);

(¢) payment of the deficiency;

(d) stipulation in the Tax Court of the
United States; or

(e) final determination of tax liability by
offer in compromise, closing agreement, or
court action.9

B. LR.C. §1059A

Section 1059A was enacted as part of the
Tax Reform Act of 1986 to limit an import-
er's basis in inventory to the value of the im-
ported goods claimed for customs purposes.®2
Section 1059A provides that where property
is imported into the United States in a
transaction (directly or indirectly) between
related persons (within the meaning of sec-
tion 482), the amount of any costs taken into
account in determining basis or inventory
costs by the purchaser which are also taken
into account in computing the customs value
of such property, shall not exceed such cus-
toms value. “Customs value' is defined as
the value taken into account for purposes of
determining the amount of any duties im-
posed on the importation of property.® “Im-
port” is defined as the entering or with-
drawal from a warehouse for consumption,
except as otherwise provided in the regula-
tions.®
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The regulations provide that section 1059A
does not apply to items or portions of items
which are not subject to duty.?® Likewise,
section 1059A is inapplicable if the customs
duty on property is not based on value; thus,
this section is inapplicable if the customs
duty is based on volume or if there is a per
item duty.? The regulations also make it
clear that section 1059A has no application if
the customs value is greater than the inven-
tory cost; section 1059A is not a two way
street.

The regulations recognize that there may
be certain costs which are properly included
in the cost of inventory which are not in-
cluded in the customs value. These include
costs for freight, insurance, expenses in-
curred after importation (such as construc-
tion, erection, assembly or technical assist-
ance), and any other costs properly included
in inventory cost under ILR.C. §471 and
263A.97

The regulations expressly state that nei-
ther section 1059A nor the section 1059A reg-
ulations limit in any way the authority of
the Internal Revenue Service to make ad-
justments to inventory costs under section
482 or any other section of the code.”® A more
difficult question, which is not specifically
answered in the regulations, is whether the
Internal Revenue Service can use section
1059A to limit the benefit of a correlative ad-
justment. For example, assume that, under
section 482, the Internal Revenue Service al-
locates deductions for salaries which a par-
ent corporation paid to an employee of its
Mexican subsidiary from the parent to the
subsidiary and, as a correlative adjustment,
treats the subsidiary as having paid or in-
curred those salaries. The subsidiary, a
maquiladora, operates on a cost plus basis,
i.e., the amount which the parent pays the
magquiladora for processing its widgets is
equal to the maquiladora's total costs plus a
certain percentage of those costs. Therefore,
any excess costs which it would incur would
normally be passed up to the parent corpora-
tion in the price the parent paid for the proc-
essing of widgets.

Without the limitations of section 1059A,
the utilization of section 482 and the correl-
ative adjustment should create a wash, and
possibly a benefit, with respect to the domes-
tic parent's U.S. tax liability, because any
decrease in salaries expense will be offset,
through the correlative adjustment and the
cost-plus arrangement, by an increased cost
the parent is paying its subsidiary for the
widgets. Thus, salaries expense may de-
crease, but the cost of goods sold will in-
crease, presumably by that amount plus the
cost-plus arrangement. The question is
whether section 1059A will limit the ability
of the domestic parent to utilize the benefit
of the correlative adjustment.

The section 1059A regulations provide that
a taxpayer is bound by the finally deter-
mined customs value and by every final de-
termination made by the United States Cus-
toms Service, including the determination of
dutiable value.®® The customs value is con-
sidered to be finally determined, and all
United States Customs Service determina-
tions are considered final, when liquidation
of the entry becomes final1® Liquidation
generally occurs ninety days after notice of
liquidation to the importer, unless a protest
is filed. If a protest is filed, the customs
value is considered to be finally determined
either when a decision by the Customs Serv-
ice with respect to the protest is not con-
tested or when a decision of the Court of
International Trade becomes final.19

The Internal Revenue Service may argue
that the finality of the customs value pre-
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cludes adjustment of the inventory cost re-
sulting from a section 482 correlative adjust-
ment. By the time a correlative adjustment
would be required, the customs value would
likely be final, and the regulations under
section 1059A are explicit that the finally de-
termined customs value controls.

The taxpayer may counter-argue that with
a maquiladora, where the Mexican corpora-
tion is passing along all of its costs to its do-
mestic counterpart, no section 482 adjust-
ment should be made in the first instance be-
cause there is no attempt to evade taxes and
the adjustment is not needed to clearly re-
flect income. Although the statute appears
to require either an attempt to evade taxes
or the necessity for an adjustment to clearly
reflect income, the regulations expressly do
not.1%2 The courts have followed the regula-
tions.1%® Transactions involving related enti-
ties will be closely scrutinized, and the aim
of section 482 is to prevent the shifting of net
incomes of controlled taxpayers by placing
them on a parity with uncontrolled tax-
payers.

Questions may arise concerning the poten-
tial interplay between section 482 correlative
adjustments and the section 1059A limita-
tions with respect to deductions disallowed
under IL.R.C. §162. As discussed above, ex-
penses must be both ordinary and necessary
to be deductible under L.R.C. §162, and the
service may successfully argue that it is not
ordinary for one taxpayer to pay the ex-
penses of another. Although no correlative
adjustment is required with respect to de-
ductions disallowed under L.LR.C. §162, the do-
mestic parent may argue that it should be
able to recharacterize the disallowed ex-
penses as part of its cost of purchasing in-
ventory from the maquiladora, or of having
the maquiladora assemble or manufacture
the inventory. Consequently, the parent
would contend that its cost of goods sold
should be increased by the amount of the dis-
allowed deductions. The service might re-
spond as follows:

(1) The expenses cannot be recharacterized
as part of the parent's cost of goods sold be-
cause they were not paid as such. They are
at most contributions to the maquiladora's
capital, which would at most increase the
basis of its stock in the parent’s hands; and

(2) Even if the expenses could be so re-
characterized, I.LR.C. §1059A would prohibit
the parent from taking them into account in
calculating its cost of goods sold if they were
not included in the declared dutiable value
of the inventory imported from the
maquiladora.

Thus, I.LR.C. §1059A may apply to an adjust-
ment under I.R.C. §162.

The potential conflict between I.R.C. §§482
and 1059A will be unavoidable, however, with
respect to transfer pricing allocations or any
imputations of income under section 482. Al-
though the service will likely rely on L.R.C.
§1059A to limit the use of the correlative ad-
justment, the issue has yet to be decided by
any court.

V. LR.C. §1504(D) ELECTION

Generally, a foreign corporation may not
be included in an affiliated group of corpora-
tions for the purpose of filing a consolidated
return.'* However, a domestic corporation
may elect to include a wholly owned subsidi-
ary incorporated in a contiguous country
(Mexico or Canada) in the consolidated re-
turn group if such wholly owned subsidiary
is “‘maintained solely for the purpose of com-
plying with the laws of such country as to
title and operation of property.'' 1% Including
a Mexican subsidiary in a consolidated re-
turn group could be beneficial if it would
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allow the affiliated group to offset its in-
come by the Mexican subsidiary’s start-up
losses. The I.R.C. §1503(d) limitation on dual
consolidated losses must, however, be consid-
ered. 106

Whether a Mexican subsidiary formed as
part of the maquiladora industry is main-
tained solely for the purpose of complying
with the laws of Mexico as to title and oper-
ation of property was considered by the In-
ternal Revenue Service in General Counsel
Memorandum 38,119 (October 1, 1979) and Pri-
vate Letter Ruling 81-25-143 (March 27, 1981)
which answered that question in the nega-
tive. General Counsel Memorandum 38,119 in-
volved a U.S. corporation, Corp P, establish-
ing a wholly-owned Mexican corporation,
Corp S, to participate in the Mexican Border
Industrialization Program under Mexican
law near the U.S. border. According to the
memorandum, Corp S was established partly
to comply with the laws of Mexico as to title
of property and partly to receive the benefits
as maquiladora. The memorandum stated
that the “‘maintained solely" requirement in
section 1504(d) required the taxpayer to es-
tablish that foreign incorporation would not
have been maintained *but for'" the need to
comply with the laws of Mexico or Canada as
to title or operation of property. General
Counsel Memorandum 38,119, relying on Rev-
enue Ruling 71-523,127 concluded that Corp S
was not qualified to make a section 1504(d)
election because it was formed partially to
gain benefits under the Mexican Border In-
dustrialized Program, and not solely for the
purpose required by the statute.

Likewise, in Private Letter Ruling 81-25-
143, the Internal Revenue Service determined
that the Mexican subsidiary involved therein
did not qualify for the section 1504(d) elec-
tion because it was maintained partly for its
status as a maquiladora. The private letter
ruling also relied upon Revenue Ruling T1-
523, which involved a Canadian corporation
incorporated to apply for a grant under the
Canadian Program for Advancement of In-
dustrial technology. Under Canadian law,
the grant was only available to Canadian
corporations. The revenue ruling concluded
that since the Canadian corporation was not
formed solely to comply with Canadian laws
as to title and operation of property, the cor-
poration was not eligible to make the sec-
tion 1504(d) election.

Thus, the Internal Revenue Service has ex-
pressly taken the position that corporations
formed to benefit from the maquiladora pro-
gram are not eligible for the section 1504(d)
election. Whether a Mexican maquiladora
may avail itself of the section 1504 election
has, however, been somewhat clouded, in
U.S. Padding Corp. v. Commissioner 1% the
issue was whether a Canadian corporation,
formed to facilitate the purchase by a U.S.
corporation of the assets of a Canadian man-
ufacturing concern, qualified for the section
1504(d) election. Although there was no law
which required the formation of a Canadian
corporation to purchase the assets, the U.S.
company was advised that incorporation of
the Canadian company was essential to avoid
delaying agency recommendation for ap-
proval of the acquisition, and the govern-
ment offered no evidence to challenge such
fact. The United States Tax Court, relying
on treasury regulations applicable to years
prior to 1966 and the legislative history of
section 1504(d), concluded that the term:

‘‘Laws of such country . . . include(s] not
only explicit constitutional or statutory pro-
visions and explicit rules and regulations
prescribed by controlling authorities, but
also any existing practice or policy of such
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foreign country which results in a domestic
corporation finding it necessary to maintain
its foreign business and properties as a for-
eign corporation in order to operate in that
country.' 109

On appeal, the Commissioner of Internal
Revenue conceded that existing practice or
policy could be incorporated into the term
“laws of such country.” The Sixth Circuit,
after noting that because of the govern-
ment's concession of the legal issue, the
issue on appeal was purely factual, affirmed
the Tax Court’s decision, holding that “‘there
is ample evidence to show that ‘but for' in-
corporation, Trans Canada would not have
been allowed to operate in Canada,’ 10

In a maquiladora case, however, the dis-
position of this issue would focus on the rea-
sons for forming or acquiring the Mexican
corporation. If the Mexican corporation was
formed or acquired to qualify for the
maquiladora and/or debt substitution pro-
grams, then the section 1504(d) election
should fail because the Mexican corporation
would not have been formed solely to comply
with Mexican laws as to title and operation
of property. The issue raised in U.S. Padding
Corp. (i.e., whether an administrative prac-
tice or procedure can qualify as a ‘“‘law’)
should be irrelevant to this determination.

VI. CONCLUSION

This article has provided a discussion of
the tax issues associated with debt/equity
swaps as well as many of the United States
income tax issues associated with the oper-
ation of maquiladoras, including I.R.C. §482
concerns involving transfer pricing, inter-
company services, intercompany expenses,
intercompany receivables, and the intercom-
pany use of tangible and intangible assets,
the impact of .R.C. §1059A on correlative ad-
justments under I.R.C. §482, and the IL.R.C.
§1504(d) contiguous country election. There
are clearly other United States tax issues
which could surface in the formation and op-
eration of maquiladoras, which have not
been addressed in this article.}1
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STreas. Reg. §1.482-2(b)T)ii)a) (as amended in
1988). The regulations provide further guidance with
respect to determining whether services are an inte-
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gral part of a business. See Treas, Reg. §1.482-
2(b)(THi)~iv) (as amended in 1988).

#Treas. Reg. §1.482-2(b)4)(i) (as amended in 1988).

8 Treas. Reg. §1.482-2(b)6)(1) (as amended in 1988).

8 Treas. Reg. §1.482-2(b)(2)(i) (as amended in 1988).

nid.

o8 Id.

6 Treas. Reg. §1.482-2(b)(2)(ii) (as amended in 1988).

TInterstate Transit Lines v. Commissioner, 319
U.S. 580 (1943): see also Young & Rubicam, Inc. v.
United States, 410 F.2d 1233 (Cl. Ct. 1969) (court dis-
allowed under section 162 deductions by a United
States parent for salaries paid to its employees for
periods of time when they were detailed to foreign
subsidiary corporations). It should be noted that
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mestic corporation is a dual resident corporation if
the worldwide income of such corporation is subject
to tax in a foreign country, or such corporation is
subject to the income tax of a foreign country on a
residence basis. /d.

177 Rev. Rul. T1-523, 1971-2 C.B. 326.

o888 T.C. 177 (1987), aff’d, 865 F.2d 750 (6th Cir.
1989).

@ Id. at 187-88.

1oyl 8. Padding Corp., 865 F.2d at 751.

MiJgsues under LR.C. §263A, referred to as the
“uniform capitalization rules,” could surface if a
United States company claims depreciation with re-
spect to equipment used by its maquiladora, or if a
United States company pays expenses of its

there are no correlative adj ts with respect to

expenses disallowed under LR.C. §162. An LR.C. §482
allocation may be necessary, however, when an indi-
vidual who is employed and paid by the parent
spends all or a substantial portion of his time pro-
viding services to the maquiladora. In this situa-
tion, the service may not disallow the parent's de-
duction for the employee’s compensation, but may
allocate fee income to the parent, and a correlative
deduction to the maquiladora, in the amount of the
portion of the employee’s compensation attributable
to the performance of services for the latter.

T See Treas. Reg. §1.462-1(d)}2) (as amended in
1968).

72Welch v. Helvering, 280 U.S. 111, 114 (19833).

T Treas. Reg. §1.482-2(c) (as amended in 1988).

MTreas. Reg. §1.482-2(a)(1X1) (as amended in 1988).

5 Treas. Reg. §1.482-2(aX1)(1i) (as amended in 1988).
Indebtednesas arising in the ordinary course of busi-
ness from sales, leases or the rendition of services
by or between members of the group are referred to
as intercompany receivables,

M Treas. Reg. §1.482-2(a)(1)iii)(A) (as amended in
1988).

TTreas. Reg. §1.482-2(a)(1)(iii)(C) (as amended in
1988).

™Treas. Reg. §1.482-2(a)(1}iiiXD) (as amended in
1988).

"Treas. Reg. §1.482-2(a)2)(ili}B) (as amended in
1988).

#Tax Reform Act of 1986, Pub. L. No. 99-514,
§1231(eX1), 100 Stat. 2085, 2562-63 (codified at 26
U.S.C. §482). Section 1231(gX2XB) provides that the
amendments made by Act §123(e) apply to taxable
years beginning after December 31, 1986, with respect
to transfers after November 16, 1985 or licenses
granted after that date.

81 Treas. Reg. §1.482-2(d) (as amended in 1988).

#Treas. Reg. §1.482-2(d)1)(1) (as amended in 1988).

®Treas. Reg. §1.482-2(d)(2)(11) (as amended in 1988).

#Treas. Reg. §1.482-2(d)(2)(iii) (as amended in
1988).

SHR. Rep. No. 426, 99th Cong., 2d Sess., at 426
(1986).

8 Id.

8 jd. at 425.

®Treas. Reg. §1.482-1(d)(2) (as amended in 1968).

®]d.

% rd,

oL rd,

“Tax Reform Act of 1986, Pub. L. No. 99-514,
§1248(c), 100 Stat. 2085, 2584,

SBLR.C. §1059A(b)(1) (codified at 26 U.S.C. §1059A).

HMIR.C. §1059A(bX2).

%Treas. Reg. §1.1068A-1(c)(1) (1989).

% [d.

N Treas. Reg, §1.1059A-1(cX2) (1989).

% Treas. Reg. §1.1058A-1(cXT) (1989).

#“Treas. Reg. §1.1059A-1(d) (1989).

100 Id,

101 fdq.

102 Treas. Reg. §1.482-1(c) (as amended in 1968).

18 See, e.g., Fitzgerald Motor Co. v. Commissioner,
508 F.2d 1096, 1102 (5th Cir. 1975) aff’g 60 T.C. 957
(1973); Asiatic Petroleum Co. v. Commissioner, 79
F.2d 234, 236 (2d Cir. 1985), cert. denied, 296 U.S. 645
(1935); Foster v. Commissioner, 80 T.C. 34, 138 (1983),
aff"d, 156 F.2d 1430 (8th Cir. 1985).

IM] R.C. §1504(b)(3).

WS R.C. §1504(d).

08I R.C. §1503(d). Internal Revenue Code section
1503(d) generally provides that, subject to certain
exceptions, a dual consolidated loss of a domestic
corporation (including a forelgn corporation treated
as a domestic corporation under section 1504(d)), in-
curred after 1986, cannot be allowed to reduce the
taxable income of any other member of the consoli-
dated group for that or any other taxable year. /d.
A dual consolidated loss is a net operating loss of a
domestic corporation incurred in a year in which the
corporation is a dual resident corporation. /d. A do-

ilad which are either directly or indirectly
associated with the fa ing or pr ing of
property for sale. I.R.C. §263A generally requires the
capitalization as a part of inventory of all direct and
indirect costs incurred with respect to the manufac-
turing or production of products for sale or resale.
Finally, the operation of a maquiladora could trig-
ger subpart F (I.LR.C. §§951 through 964) issues. Sub-
part F was designed primarily to prevent United
States taxpayers from using related entities in tax
haven countries to defer or avoid United States in-
come taxes. As Mexico is not a tax haven country
and as most maquiladoras do not involve the at-
tempt to shift income to the maquiladora, most of
the subpart F issues should be avoided, although
certain issues may arise with respect to debt/equity
swaps. I.R.C. §956, however, which creates deemed
dividends to shareholders of controlled foreign cor-
P with r t to the in in the for-
eign corporation’s investment of its earnings in the
United States, may be a trap for the nnwary.

MEXICO'S BANK PRIVATIZATION GAMBLE
(By Scott B. MacDonald)

A frenzied group of buyers, powerful rival
groups competing for the same prizes, and a
run-up in the Mexican stock exchange con-
stituted some of the excitement over the pri-
vatization of Mexico's 18 banks. The process
rolled to an end in July 1992, when the Mexi-
can government sold its last majority owner-
ship in a bank. Although shares in three
banks have been kept by the government,
the period of state control over the banking
sector that commenced with the nationaliza-
tion in 1982 is over.

The price tag for the transformation from
state to private ownership was a surprising
USS$12 billion, well beyond initial expecta-
tions of US$6 to $8 billion. But it would be
wrong to think that the excitement is over
concerning Mexico's banking sector. The
newly privatized banks now face a challeng-
ing future that includes the trials and tribu-
lations of universal banking, the need to up-
grade services, and the prospect of eventu-
ally being thrown into the deep water of
competition with Canadian and U.S. banks
when a North American Free Trade Agree-
ment (NAFTA) is finally ratified by the re-
spective legislative bodies.

The Salinas administration’s bank privat-
ization program is part of a major gamble in
the country's march from developing-coun-
try status to membership in the Organiza-
tion of Economic Cooperation and Develop-
ment (OECD)—often referred to as the indus-
trialized countries' club. Mexico has already
indicated a strong interest in joining the
OECD. Membership implies a greater degree
of liberalization of the economy, including
the financial sector. While Mexico is moving
rapidly in this direction, it has yet to attain
the levels found in most OECD countries.
This implies the need for further changes—
which carry potential risks as well as re-
wards.

This risk-versus-reward schema is evident
in the dynamics of the Mexican political
economy. While under state control, the
Mexican banks were more easily manipu-
lated for the purposes of monetary policy.
The threat of failure was not a serious con-
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sideration as it was expected that the state
would intervene in propping up a troubled in-
stitution. Privatization opens the door to
competition, and with that comes greater
pressure for loan-making and other related
problems. Mexico's bank regulators, eco-
nomic policymakers and the public now face
a new range of questions: Will the Mexican
government be willing to prop up a private
institution? When are Mexican banks re-
garded as too big to fail? Will the intermix-
ture of commerce and banking found in the
conglomerate nature of Mexican finance lead
to the possibility of one sector’s pulling an-
other sector down if the economy hits an-
other recessionary track? At the same time,
foreign competition is needed to enhance
local market efficiency with an eye to im-
proving services to the consumer. Are Mexi-
can banks up to foreign competition? In
gambling on Mexican bank privatization, the
Salinas administration hopes to repudiate
developing-nation status and thereby fend
off the criticisms of those who think that
such an action is converting Mexico into a
“casino economy” (an economy based on
speculation).

Prior to 1982 Mexico's banks were usually
owned by large industrial groups or conglom-
erates. The banks usually enjoyed consider-
able influence in the economy (especially
through relations with the Central Bank and
Treasury Ministry) and played a critical role
as the nation's payments system and allo-
cator of capital. With the exception of
Citibank, which gained access to the local
market in 1929, Mexico's banks had little for-
eign competition and liked it that way. The
powerful position of Mexico's bankers, how-
ever, drew criticism from the national-popu-
list wing of the ruling Institutional Revolu-
tionary Party (PRI).

The Mexican economy in the early 1980s
was hit by falling oil prices and rising inter-
est rates which, by August 1982, caused ex-
ternal debt payment problems. At the same
time, addressing the evolving economic cri-
sis had resulted in banking speculation and
explosive capital outflows. For the national-
poplists, who had the ear of President José
Lopez Portillo (1976-1982), strong measures
were required to rein in the bankers and
bring the situation under control. Moreover,
the national-populists were concerned with
the growing inequalities in Mexican society
which they perceived as partially the fault of
the bankers. It was felt that the bankers had
a tendency to facilitate capital outflow,
which in turn meant less capital for local in-
vestment.

The Mexican economy's drastic slippage
led Lopez Portillo to nationalize the coun-
try's banking sector in September 1982 and
to impose foreign exchange controls for the
first time in history. The major exception to
this was Citibank’s operations in Mexico,
which were left untouched.

Nationalization of Mexico's banks was to
prove ephemeral. When Lopez Portillo hand-
ed the presidential sash over to Miguel de la
Madrid in 1982, an unsuspecting Mexico was
on the edge of a period of far reaching and
still-unfinished economic restructuring. De
la Madrid soon opened up Mexico’s trade re-
gime by reducing tariffs and joining GATT,
augmenting public sector income through
tax reform and higher prices for public sec-
tor goods and services, and reorganizing the
public administration to enhance efficiency.
Additionally, from 1983 to 1987, the Mexican
government sold, liquidated or transferred to
private hands 130 state-owned firms and lib-
eralized laws concerning majority ownership
for foreign investment in pharmaceuticals,
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tourism, hydrocarbon technology, computers
and technology.

Privatization of the banking sector, how-
ever, remained a sensitive political issue and
had to wait until the Salinas administration
(1988-1994). By 1989, the Mexican government
was ready for financial sector reform. This
was because the impetus toward a North
American free-trade area with Canada and
the United States demanded a more competi-
tive banking sector. Additionally, pro-mar-
ket reformers were clearly in command of
the government policymaking; the reform
process, although not irreversible at this
stage, had momentum,

A number of legislative initiatives to re-
structure Mexico's financial system were
passed in the Mexican Congress in December
1989 and 1990 that set the stage for the pri-
vatization of the country’s banks. Other new
regulations enacted limited individual own-
ership of a holding company to 10 percent,
institutional investors to a maximum of 15
percent, and aggregate foreign ownership to
30 percent.

A crucial element of the new legislation
was a provision allowing the formation of
private financial groups. Private financial
groups can be formed, and they have option
to own various types of financial
intermediaries and provide integrated finan-
cial services. Mexican banks could not func-
tion in this capacity as universal banks,
which allowed them to offer a wide menu of
financial services ranging from insurance
and securities trading to deposit taking.
Mexico's adoption of the universal banking
model made this sector more akin to the
overwhelming majority of OECD countries
(including Canada) than that of the United
States.This model makes clear distinctions
about non-bank owners being prohibited
from owning a bank and in general does not
allow banks to sell securities or insurance.

The Mexican privatization process moved
forward in September 1990 when a Bank Di-
vestiture Committee was formed to estimate
the value of the banks. This was followed in
February 1991 by the publication of the pri-
vatization rules. The privatization process
entailed five steps. First the Bank Divesti-
ture Committee examined the proposals of
interested bidders. This was followed by
interviews with prospective buyers, followed
by interviews with prospective buyers, fol-
lowed by the compilation of a list of defini-
tive candidates to participate in the bank se-
curities auction. In the fourth stage the ap-
proval participants submitted bids. The fifth
and final stage was the culmination of the
process in which the government announced
the new owners of the bank.

The highest bidder was the winner except
in those cases where two or more bids were
within 5 percent of each other. At that stage
the government would make the determina-
tion based on both the amount bid as well as
the quality of the prospective management
and their business plan. One last stipulation
was that to guarantee the bidding process’
confidentiality and the intent of interested
parties to buy the bank, a down payment of
30 billien pesos (roughly US$10 million) was
required as a sign of good faith. Payment
was made in the form of 28-day treasury bills
at the Nacional Financiera. Foreigners were
excluded from the process. Despite the
Salines administrations’ efforts to liberalize
the Mexican economy, the political sensitiv-
ity of allowing the banking sector to be
bought by foreigners remained.

In June 1991, the first of the 18 banks was
sold to the Mexican private sector. In little
over a year, in early July 1992, with the sale
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of a controlling 66.3 percent stake in Banco
del Centro for US$280 million completed, the
government announced that the privatiza-
tion of the banking sector was over.

The process had not been entirely smooth,
The intense bidding for the banks and the
sealed-bid nature of the operational side
complicated matters as exemplified by the
sale of Banco Mexicano Somex in March 1992.
The fierce competition for bank ownership
led to a situation in which a group of inves-
tors supported both in winning and second-
place bid. The victorious group won with a
bid of US$845 million, which was close to 29
times the medium-sized bank's 1991 earnings.
A number of investors then withdrew, claim-
ing that the price was too high. The runner-
up bid then was accepted with some of the
same investors in the first bid. At the same
time, the investors in the first group, led by
Eduardo Creel Cobian, forfeited a US$16 mil-
lion deposit. This naturally resulted in cries
of foul play. Despite that incident, it was
widely agreed that the privatization process
was free of corruption and string-pulling evi-
dence in other developing country programs.

The Mexican government has not entirely
divested its ownership of the banking sector
as of mid-1992; it retains an 8.8 percent stake
in the banking system by holding shares of
Bancomer, Banco Serfin and Banco
Internacional. These shares are expected to
eventually be sold.

The privatization of banks was highly lu-
crative for the Mexican government. CS
First Boston, one of the privatization advis-
ers, projected that earnings would be around
USS$8 billion; other firms such as Barings'
predicted US$6 billion. The amount raised
was instead US$12 billion as the Mexican pri-
vate sector demonstrated a strong appetite
for regaining formal control over the na-
tion’s banks.

IMPLICATIONS OF BANK PRIVATIZATION

The privatization of Mexico's bank was a
bold, yet necessary act on the part of the Sa-
linas government. At the same time, the ac-
tion implies a number of concerns for Mexi-
can bankers, their holding company owners,
government bank regulators, the central
bank (El Banco de Mexico) and foreign inves-
tors. Mexican banks currently have high op-
erating costs and overemployment due to re-
cent government control, and they are weak
in technology and strategic planning. A
number of bank analysts question whether
the newly privatized institutions will have
the necessary capital to proceed with plans
to improve communications and comput-
erization critical for future competitiveness.
The potential shortage of capital is derived
from the usnally inflated prices paid by the
new owners, This was evident when the buy-
ers of Mexico's largest bank, Bancomer, had
difficulty raising the US$2.55 billion they
paid for controlling interests.

Another implication of Mexico's bank pri-
vatization was its impact on the stock mar-
ket. Mexico's bank privatization captured
the attention of international investors
looking for high-yield investments in devel-
oping countries. The unexpected windfall
from the banks reinforced confidence in the
Mexican economy and helped stimulate a
boom in the Mexican stock exchange that
lasted until June 1992 when negative com-
ments about NAFTA by then-not-declared
U.S. presidential candidate Ross Perot trig-
gered a 15 percent fall in the stock index.
While bank stocks rose on the basis of their
privatizations, foreign investors examined
other sectors for opportunities or put their
money into Mexican companies traded on
the New York Stock Exchange, such as Vitro
and TELMEX.
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The future of Mexican banking will be de-
termined by the sector's ability to become
more competitive in an internationalized
local market. In a sense, by opting to pri-
vatize, the Salinas administration let the fi-
nancial genie out of the bottle. It will be dif-
ficult to put the genie back into the bottle of
state ownership and a protected market.

The internationalization of the Mexican
banking sector is already in motion. In July
1992, as part of a push to complete the free-
trade agreement with Canada and the United
States, it was agreed that Mexico would open
the banking, insurance and securities indus-
tries to companies from those two countries.
Mexican banks already are active in the U.S.
market and have branches there. But with
the exception of Citibank, foreign banks
have been largely precluded from doing busi-
ness in Mexico. The deal would gradually
eliminate protective barriers for the Mexi-
can banking sector by January 1, 2000, allow-
ing U.S, and Canadian banks to own insur-
ance, banking and securities firms.

Mexico's initial stance in the NAFTA talks
was for a phase-out of 20 to 30 years. This
clashed with the position taken by U.S. fi-
nancial firms that wanted a one-year phase-
out. The compromise is a reflection by the
Mexican government of the need to upgrade
its financial sector, but it also plays to na-
tionalist concerns that the country's banks,
insurance and securities companies could all
eventually be owned by U.S. and, to a lesser
extent, Canadian interests. An additional ca-
veat is that if U.S. and Canadian businesses
purchase sizeable market shares between the
years 2000 and 2004, a three-year moratorium
can be applied and the Mexican government
will have the authority to reject bids by for-
eign companies to acquire Mexico's largest
banks. This deal, however, hinges on the pas-
sage of the entire NAFTA agreement.

Mexico is also under pressure to open its
banking system to non-North American
countries. Spanish banks, in particular
Banco Santander, are strongly interested in
participating in the Mexican market. In July
1992 the issue of providing access to Spanish
banks was discussed between officials of the
two countries at the Ibero-American summit
in Madrid.

Because of the greater pressure to develop
a more internationalized and competitive
banking sector, Mexican banks can expect a
round of mergers and acquisitions. Guillermo
Ortiz, head of the Mexican government's
Bank Divestiture Committee, commented in
July 1992: “I don’t think it's been indispen-
sable that there exist a great number of
banks in order for there to be healthy com-
petition. For example, in Canada there are a
reduced number of banks." Canada's banking
system is dominated by six large institutions
and several smaller banks. Along these lines,
there have been rumors of Mexican regional
banks exploring the possibility of merging to
pool their resources to compete with the
local industry giants; Bancomer, Banamex
and Banca Serfin and, eventually, foreign
banks.

The merger and acquisition process is not
likely to occur in the short term in Mexico.
Mexican authorities are still waiting to let
some of the dust settle from the major round
of privatizations. Moreover, they still have
plans to sell off their remaining shares. It
would make little sense to trigger doubts in
the market with mergers and acquisitions
which could push prices down. Another fac-
tor is that mergers and acquisitions have a
potentially ugly side—enhanced efficiency
often means personnel cuts. Unemployment
remains a sensitive political issue and could
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be used by opponents of the economic reform
Process.
WILL THE GAMBLE PAY OFF?

The way forward for Mexican banking
post-privatization is perilous. Mexico's
banks have been protected by government-
erected barriers and have room for improve-
ment in terms of offerings to the Mexican
consumer. At the same time, Mexico's top
banks are highly competitive, possess cadres
of experienced financiers, and are capable of
surviving in an internationalized market.
Nor are Mexico's banks alone in having to
compete in a marketplace less defined by
international borders—their counterparts in
the United States, Canada, Asia and Europe
are confronting many of the same chal-
lenges.

The Mexican government is, therefore,
gambling that the privatization of the bank-
ing sector will advance the process of the
country’s transformation from developing
country status to OECD membership, rein-
forcing the reform process. In finance, it
would force Mexican banks to meet the high-
er Bank of International Settlements (BIS)
capital adequacy standards and inter-
national accounting standards. This would
provide a safer and sounder banking system
for the Mexican consumer and offer a better
investment environment for both local and
foreign investors.

The return of a privately owned banking
sector also has political implications. The
Salinas government has sought to democ-
ratize the nation's capital and avoid too
great a concentration of financial clout in a
few hands, a problem which factored in the
1982 nationalization. The banks are now be-
yond the government's direct control. This
reflects Salinas' willingness to bet that the
newly recreated financial groups will not
embark upon a speculative frenzy and push
Mexico along the path of a casino economy
characterized by wheeling and dealing of the
few to the disadvantage of the many. Com-
plaints are already being made that some of
the families that dominated the system prior
to 1982 have returned and that some of Mexi-
co’s most powerful businessmen sit on bank
boards. Sensitive to questions about the gov-
ernment’s stated goal of distributing the na-
tion's financial power more democratically,
Guillermo Ortiz countered in July 1992: “In
1982, we talked about how the total number
of investors in banking was on the order of
8,000 people. Now it is considerably more,
80,000."" The government has also been quick
to point out that bank employees have also
been offered opportunities to share in owner-
ship.

Mexico now stands at a critical crossroads
on its economic development. One path leads
to OECD membership and the other offers a
loss of momentum and developing-country
status quo. The OECD path presents a dif-
ficult, but not impossible, challenge. It does
imply a willingness to adopt measures such
as privatization of the banking sector and
eventually an opening to foreign competi-
tion that are likely to cause dislocation in
the short term.

The way forward for Mexico is going to be
difficult and problematic. The potential for
slippage exists in areas such as controlling
the current account balance of payments, re-
ducing inflation and rooting out corruption.
The timing of reforms is also critical—too
rapid a pace could create a negative political
backlash; too slow could cause the process to
mire down in bureaucratic politics and per-
sonal, fractional and party rivalries, and in-
duce foreign and local investors to turn else-
where. In this light, the privatization of
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banks was a step forward, but the slow pace
of opening up a foreign competition is likely
to prove a hindrance to the goals of creating
a more efficient and prudent banking sys-
tem. Further reforms are required so that
Salinas can achieve his often-stated goal of
exporting more goods than people.

(Scott B. MacDonald is an official of the
Office of the Comptroller of the Currency.
The views expressed here are solely his own
and do not necessarily reflect those of that
agency or any part of the U.S. government.)

MEXICO'S LARGEST BANKS AND STANDING IN THE
WORLD’S TOP 500 BY ASSET SIZE WITH A COMPARISON
TO SELECTED BANKS

[In billions of US. dollars as of Dec. 31, 1991]

Bank Rank Assel sire

Dai-lchi Kangyo Bank (Japan) .....cocvnn 1 4462
Citibank 29 161.1
Royal Bank of Canada M 1114
Banco do Brasil ... 75 70.0
National Bank of Greece 148 392
anco Nacional de México ... 154 305
158 298

199 20.0

=

!U'"B 378 10.3
Banco B (Brazil) 393 9.7
Commercial Bank of Greece .. 423 88
Banco Itau (Brazil) ....... 461 80
Multibanco Comermex . 463 19

Source: American Banker: July 27, 1992. Annual Survey of the World's Top
500 Banks. Excludes holding companies.

FUND To MOVE COMPANIES TO MEXICO
(By Keith Bradsher)

WASHINGTON, February 16.—In a develop-
ment that has inflamed opposition to the
North American Free Trade Agreement, en-
trepreneurs in New York and Mexico have es-
tablished in investment fund whose an-
nounced purpose is to buy small American
manufacturing companies and move them to
Mexico to take advantage of lower wages
there.

The Mexican Government's largest indus-
trial development bank is a *‘significant in-
vestor” in the venture, according to a pro-
spectus distributed today by Richard A. Gep-
hardt, the House Majority leader, a leading
opponent of the trade pact.

“Funds such as this should not be allowed
to operate,” Mr. Gephardt said in a letter to
President Carlos Salinas de Gortari of Mex-
ico. ‘““But even more objectionable is the offi-
cial participation of entities controlled by
your Government in stealing American
jobs."

POWERFUL OBSTACLE

Likely job losses to Mexico are already the
most potent political obstacle to Congres-
sional approval of the the trade agreement,
which would eliminate most barriers to
trade and investment among Canada, Mexico
and the United States. President Clinton has
endorsed the agreement, pending negotiation
of side agreements on labor, the environment
and surges in imports as tariffs are reduced.

A senior American trade official said this
evening that Mickey Kantor, the United
States trade representative, would discuss
the fund on Wednesday morning as his first
meeting with Jaime Serra Puche, Mexico's
trade minister. ‘‘Any Government-subsidized
program to steal American jobs would not be
tolerated by this Administration,” the offi-
cial said.

The Mexican Embassy had no comment on
the prospectus last night.

Even without the Nafta, Mexicans may al-
ready buy American companies in many in-
dustries and legally move them to Mexico,
while Americans can buy Mexican companies
in some industries and move them here.
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The Mexican Government's involvement in
the fund, known as the AmeriMex
Maquiladora Fund L.P., is particularly awk-
ward for the Clinton Administration. In his
election campaign, President Clinton strong-
ly criticized a foreign aid program that pro-
vided financial incentives for American com-
panies to move to Central America.

The prospectus said the fund’s organizers
are trying to raise 350 million they would use
to buy 9 to 13 companies. But critics of the
free trade pact cited the prospectus as evi-
dence for their contention that many Amer-
ican companies would move south if the
trade pact is approved.

Pat Choate, the director of the Manufac-
turing Policy Project, a Washington group
that is seeking more protection from im-
ports for ailing manufacturing industries,
said that the fund could be the first in a
wave of cross-border financial transactions
to rival the leveraged-buyout boom during
the 1980’s, and that *‘hundreds of thousands”
of American jobs would be lost.

The Mexican Government's involvement in
the fund, ‘‘couldn’'t possibly be a worse
move,' said Representative Charles E. Schu-
mer, a Brooklyn Democrat. ‘I hope the
Mexican Government is better at economics
than they are at American politics.”

The fund *‘is wonderfully revealing of the
attitudes behind the enthusiasm for the
Nafta,"” said Tom Donohue, the secretary-
treasurer of the AFL-CIO, which opposes the
pact.

But most academic studies have predicted
that the pact would create more American
jobs than it would destroy or send to Mexico
because jobs added in Mexico would ulti-
mately mean more demand for American
goods. More than two thirds of Mexico's im-
ports come from the United States.

Lynn Martin, who was then the Labor Sec-
retary, testified before the Senate Finance
Committee in September that the pact could
cost 150,000 American jobs, but she predicted
that these losses would be more than offset
by additional jobs in factories shipping extra
goods to Mexico.

The prospectus estimated that manufac-
turing companies now paying $7 to $10 an
hour to their workers, in the United States
can pay Mexican workers just $1.15 to $1.50
an hour. By moving to Mexico, the compa-
nies would save $10,000 to $17,000 per em-
ployee each year, excluding relocation costs,
the prospectus said.

The fund would buy companies with annual
sales of $10 million to $100 million, move
them to Mexico within a year and a half, and
then resell the company after three to eight
years.

CLINTON FACES HURDLES ON NAFTA
(By Harry Bernstein)

Maybe Ross Perot didn’t derail the ‘‘fast-
tracked' North American Free Trade Agree-
ment, but it was hit a telling blow when he
succinetly warned there would be a ‘'‘giant
sucking sound of jobs being pulled out of this
country" into Mexico if NAFTA is not killed
by Congress.

Perot’s catchy, widely quoted phrase used
during the presidential debates neatly sum-
marized the problem. Many fear that the
proposed agreement between the United
States, Mexico and Canada will mean the
transfer to Mexico of hundreds of thousands
of jobs we and the Canadians badly need.

However, a few clever lines won't kill the
agreement that President Clinton says he
wants if it can be adequately modified to cut
our own job losses and somehow ease the
pain those losses will surely cause.
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Clinton has some intriguing plans to try to
get approval of the treaty by modifying its
effect, but they may fail since our continu-
ing high unemployment is increasing opposi-
tion.

Going for him are powerful corporate and
political forces in the United States, Canada
and Mexico that are waging a propaganda
war against what they damn as *‘protection-
ism." They want to get congressional ap-
proval of the treaty with few changes. As it
stands, it amounts to a favor to corpora-
tions. The treaty would reduce tariffs, and
that sounds fine, but it would also encourage
U.S. companies to speed the shift of jobs to
Mexico.

Fighting that is an impressive array of op-
ponents to the treaty that was signed Dec. 17
by the heads of the governments of the Unit-
ed States, Mexico and Canada. Its ‘“‘fast-
track" status means Congress can dump it
but not simply amend it to make it more
palatable.

Clinton could win approval of the treaty by
weakening the opposition if he can get side
agreements with Mexico and “implementing
legislation' from Congress. He and his aids
are trying several tactics to do just that.

One is to take advantage of the furious po-
litical battles in Mexico. Clinton aides are
sure that Mexico's President Carlos Salinas
de Gortari will make significant side-agree-
ment concessions to help the treaty win con-
gressional approval.

Salinas’ term is up next year, and he is
said to be almost desperate to have the trea-
ty in effect before then so his conservative
party that has won every presidential elec-
tion for more than 60 years can prevail
again.

If NAFTA passes, Salinas figures that it
will mean a burst of new jobs from the Unit-
ed States and Canada and a flurry of new
economic investment that will boost the
Mexican stock market.

That good news for Mexico may help Sali-
nas' party defeat a key opponent, the pro-
gressive Cuauhtemoc Cardenas, who strongly
opposes the agreement and claims only a
fraudulent election gave Salinas a victory in
the last election.

So Clinton is expected to push Salinas to
raise slightly Mexico's minimum wage of
about 65 cents an hour and to at least prom-
ise to enforce that country's anti-pollution
and worker-protection laws, which, while as
good or better than our own, are generally
ignored.

Those concessions by Salinas might, only
in theory, reduce Mexico as a magnet at-
tracting U.S. companies and thus reduce op-
position to the treaty here.

Next, Clinton wants Congress to pass im-
plementing legislation to ease the pain U.S.
workers will suffer unless NAFTA is dras-
tically altered. That could involve such obvi-
ous measures as more job retraining and ex-
tended unemployment benefits.

It could also include laws such as one giv-
ing U.S. workers the right to take legal ac-
tion to force U.S. companies doing business
in Mexico to abide by what Clinton believes
will be Mexico's strengthened labor and envi-
ronmental laws.

Another part of his strategy is said to be,
in effect, an effort to “‘buy off”" NAFTA oppo-
nents, as one critic put it. For instance, he is
already pushing his plan to let Vice Presi-
dent Al Gore lead a vigorous campaign to
toughen our own environmental rules to at
least mollify powerful congressional critics
such as House Majority Leader Richard Gep-
hardt, who sees Mexico pulling down our en-
vironmental standards.
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Then Clinton hopes to reduce labor's vehe-
ment opposition to the treaty by pressing
Congress to help unions reach several of
their goals,

He has already promised to push for a law
to ban the permanent replacement of strik-
ers. He probably will advocate mild labor law
reforms to take away some of the tremen-
dous advantages management now has in
fighting for a ‘‘union-free' environment.

Also, Clinton is expected to appoint gov-
ernment agency administrators who will re-
verse the anti-union policies of the Reagan-
Bush years and strengthen enforcement of
health and safety laws.

Make no mistake about it, U.S. companies
are ready to shift more jobs to Mexico. In a
recent Wall Street Journal survey, more
than 40% of 455 U.S. business executives said
they are likely to shift some production to
Mexico if NAFTA is ratified. A quarter of
them said they plan to use the threat of a
Mexico move as a bargaining chip to get con-
cessions from unions.

Many U.S. labor leaders believe that Clin-
ton will push Congress for NAFTA approval
with or without their support. They believe
that their best course is to negotiate with
him as an ally to get, as one put it, ‘‘the best
deal we can through the compromise the
President wants.”

But others, such as William Bywater, head
of the International Union of Electrical
Workers, are scornful of compromises they
believe will not stem the flow of jobs to Mex-
ico.

He says many unions and their allies are
planning massive demonstrations across the
country against NAFTA.,

If opponents of the treaty do put pressure
on Clinton with massive public demonstra-
tions and get help from leaders such as
Gerhardt and Perot, they could derail the
treaty former President Bush and his aides
concocted to help corporate America, regard-
less of the harm it does to workers.

MEMORANDUM, FEBRUARY 5, 1993

This is an interesting article on Banks in
Mexico.

The North South Center at the University
of Miami that puts this magazine out is con-
servative in its political perspective. The
guy that wrote the article also works for the
Comptroller of the Currency.

The article includes some interesting in-
formation though on the privatization of
banks in Mexico and on the North American
Free Trade Agreement:

Maybe the most interesting is the July
1992 agreement as part of NAFTA that will
give foreign banks operating in Mexico the
ability to own insurance and securities firms
as well as banking firms. Will this mean that
the restrictions in the U.S. that keep banks
here out of insurance and securities indus-
tries will be “barriers to trade' and have to
be lifted? The specter of this sort of back-
door de-regulation through such trade agree-
ments, specifically NAFTA, has also been
raised regarding health standards, environ-
mental controls, and labor protections.

Another concern that the privatization of
banks in Mexico raises is the possibility of
increased speculation, turning the Mexican
economy into a high-risk ‘‘casino-economy".

Newly privatized Mexican banks are also
running into operational problems, because
they were sold for much more than they
were worth, leaving them short on capital.

Bank mergers also seem to be a real possi-
bility in Mexico, which would run into the
same problems as here in the U.S., namely
concentration of control and loss of jobs.
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There is also the danger that privatization
will only lend toward a further concentra-
tion of wealth in Mexico, exacerbating social
inequity.

R —

COMMUNICATION FROM THE
CLERK OF THE HOUSE

The SPEAKER pro tempore laid be-
fore the House the following commu-
nication from the Clerk of the House of
Representatives:

WASHINGTON, DC,
February 22, 1993.

Hon. THOMAS 8. FOLEY,
Speaker, House of Representatives,
Washington, DC.
- DEAR MR. SPEAKER: This is to notify you
pursuant to Rule L (50) of the Rules of the
House I have been served with a subpoena is-
sued by the United States District Court for
the District of Massachusetts.

After consultation with my General Coun-
sel, I have determined that compliance with
the subpoena is not inconsistent with the
privileges and precedents of the House.

With great respect, I am

Sincerely yours,
DONNALD K. ANDERSON,
Clerk, House of Representatives.

PERMISSION TO PRINT PROGRAM
AND REMARKS OF MEMBERS AT
WREATH-LAYING CEREMONY FOR
OBSERVANCE OF GEORGE WASH-
INGTON'S BIRTHDAY

Mr. GONZALEZ. Mr. Speaker, I ask
unanimous consent that the proceed-
ings and the remarks of the two Mem-
bers representing the House of Rep-
resentatives, the gentlewoman from
Virginia [Mrs. BYRNE] and the gen-
tleman from Virginia [Mr. GOODLATTE],
at the wreath-laying ceremony at the
Washington Monument for the observ-
ance of George Washington's birthday
held today be inserted in today's CON-
GRESSIONAL RECORD.

The SPEAKER pro tempore. Is there
objection to the request of the gen-
tleman from Texas?

There was no objection.

The text of the program and speeches
are as follows:

WREATH-LAYING CEREMONY TO CELEBRATE
PRESIDENT GEORGE WASHINGTON'S 261ST
BIRTHDAY ANNIVERSARY, FEBRUARY 22, 1993
Opening: Arnold Goldstein, Superintend-

ent, National Capital Parks-Central, Na-

tional Park Service.

Presentation of the Colors: Joint Armed
Services Color Guard, Military District of
Washington.

“The National Anthem'': United States
Navy Band, Chief Mark Cochran, Director.

Welcome: Robert G. Stanton, Regional Di-
rector, National Capital Region, National
Park Service.

Remarks: Honorable James W. Symington,
Vice President, Washington National Monu-
ment Society.

Remarks: Honorable Jack Evans, D.C.
City. Council, Ward 2.

Remarks: Honorable Herbert S. Cables, Jr.,
Acting Director, National Park Service.

Remarks: Honorable Robert W. Goodlatte,
U.S. House of Representatives, 6th District,
Virginia.
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Remarks: Honorable Leslie L. Byrne, U.S.
House of Representatives, 11th District, Vir-

nia.
giMusica.l Selection: Stevens Elementary
School Glee Club and Bell Ringing Choir,
Sharon L. Strange, Director, Shunda Yates,
Soloist.

PRESENTATION OF WREATHS

Wreath of the House of Representatives:
Honorable Robert W. Goodlatte; Honorable
Leslie L. Byrne; and Escorted by Arnold
Goldstein, Superintendent.

Wreath of the Washington National Monu-
ment Society: Honorable James W. Syming-
ton; Escorted by Kevin Hawkins; Student
Representative Junior Citizens Corps, Inc.

Wreath of the National Park Service: Act-
ing Director Herbert S. Cables, Jr.; Escorted
by Arnold Goldstein.

Taps and Retiring of the Colors: Joint
Armed Services Color Guard.

Conclusion: Arnold Goldstein.

REMARKS BY HoN. BOB GOODLATTE

As a representative of the Commonwealth
of Virginia, I'm deeply honored to have the
opportunity to pay homage to our greatest
native son, George Washington.

George Washington touched the life of
every American of his time and continues to
do so today. The Father of our Country is
known for his military leadership in our
struggle for independence and of his strong
support for the creation of our democratic
institutions and, of course, for the leadership
of those institutions as our first president.
But we should also acknowledge some other,
simpler ways that his legacy still touches us
and about which we pay less heed. For exam-
ple in my congressional district he left his
mark on education and the environment.

In 1798 after leaving office as President he
bestowed economic security upon Liberty
Hall, a struggling college in Lexington, Vir-
ginia by granting the school the largest gift
up to that time in the history of American
education—securities valued at $50,000, an
enormous sum in those days. That school,
now known as Washington and Lee Univer-
sity still derives income from that gift. Stu-
dents at the oldest American university off
the Atlantic seaboard still benefit from
Washington's farsighted commitment to edu-
cation.

In Washington's own youth we find his love
of the outdoors and his commitment to pres-
ervation. As a surveyor who explored much
of southwest Virginia he recorded the natu-
ral beauty of the area and left his mark at
Natural Bridge in Rockbridge County, one of
the natural wonders of the world.

Volumes have been written, and rightly so,
about Mr. Washington's achievements.
Clearly, he was a man of wisdom, intel-
ligence, and administrative ability. He was
an innovative farmer, great diplomat, great
general and a great President. Yet I believe
the key to Washington's successes were the
personal qualities he brought to each new
challenge.

He was a great general, not because of his
strategic or tactical genius, but because of
his dogged determination, raw courage, and
inspiring leadership. He took a ragtag, un-
paid Continental Army with old equipment,
no formal training, and small numbers and
defeated a British Army which was the envy
of the world.

It was Washington's courage which led the
way across the icy Delaware River to victory
at Trenton. It was Washington's willingness
to sacrifice with his men and their love and
respect for their commander which held the
army together during the endless winters at
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Valley Forge and Morristown. It was his un-
questioned integrity and wisdom which led
to Washington's unanimous selection to be
our first President.

This notion owes much to his simple, yet
powerful and enduring beliefs about govern-
ment. “Let the reins of government be
braced and held with a steady hand and
every violation of the Constitution be rep-
rehended,” he said.

Today after this ceremony, we will tour
the Washington Monument. My memory of
this impressive monument is intensely per-
sonal. As a young child, I remember coming
to Washington on a family vacation, listen-
ing to my dad tell me about,our nation's
great heritage and about the greatest Amer-
ican, George Washington, after whom our
capital city was named. I'm sure many of
you here this morning have similar memo-
ries of a family vacation to our capital.

The monument, as grand as it is, does not
alone capture the real memory and meaning
of George Washington. For this we must look
to the values and truths that guide our na-
tion. Washington is synonymous with free-
dom, democracy, and with a country called
the United States of America which for over
200 years has provided the world with, to use
Mr. Washington's own words, ‘‘* * * The fair-
est prospect of happiness and prosperity that
ever was presented to men.”

May each of us always strive to keep it
that way because by preserving this great
country, we honor George Washington's
memory more than any ceremony can ever
do.

REMARKS OF HON. LESLIE BYRNE

I am greatly honored to be here today, to
represent my colleagues in the United States
House of Representatives, as we pay homage
to the nation’s first president.

A colleague suggested when he heard I had
been chosen for this honor that General
Washington would turn over in his grave, to
have a Virginia woman as a member of Con-
gress, honoring him today. I don't believe
that!

George Washington was a revolutionary.
Whether designing a new plow or a new gov-
ernment, he was unwilling to accept the sta-
tus quo. I believe he would see my standing
here today, as the first congresswoman from
Virginia, as the natural evolution of the rev-
olution he began.

We have just participated in an election
where a major issue was whether govern-
ment could be a positive force, or whether
government is inherently part of the prob-
lem.

Please remember George Washington was
now what we call a career politician. He be-
lieved that government could and should
make a positive difference. From his time in
the Virginia House of Burgesses until his re-
tirement from the presidency he dedicated
his life to making country, government, and
the people’s lives better.

I believe today he would be pleased that
the government he helped create, defended,
and led, continues to grow and change and
work for the American people. The people in
turn believe and hope our government can do
better than in the past.

George Washington not only fomented the
revolution, he led the revolution; and when
he saw the failure of the Confederation he
helped lead the creation of the Constitution.
The very same Constitution, honored over
200 years later as one of the greatest docu-
ments in history. Having created the govern-
ment, he rejected a crown and led as an
elected sovereign. He might have succumbed
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to the allure of power and stayed in office,
but he rejected government by an individual
for responsible government of the people. He
believed in democratic government.

As a Virginian, I am proud to stand here
today at the base of a monument dedicated
to Virginia's best. I realize, however, that
this farmer, surveyor, soldier, politician, and
leader belongs to the whole country. I hope
you will appreciate him as we do in Virginia.

Think of him not as a Gilbert Stuart por-
trait or as a marble statue. Rather think of
him as an innovative farmer with dirt on his
hands, looking from his beloved Mount Ver-
non to the flowing Potomac, As a popular
story-telling member of the House of Bur-
gesses, cracking walnuts between his power-
ful fingers in a tavern in Williamsburg. Or as
a frightened young man leading his troops
back from Braddock’s debacle.

Then remember this grown man honored
by his nation, preserving his new govern-
ment be providing the first peaceful transi-
tion of power in the history of the world,
whose every action was a precedent for how
we conduct our nation's government. It is no
wonder that, then as today, George Washing-
ton is first in peace, first in war, and first in
the hearts of his countrymen.

SPECIAL ORDERS GRANTED

By unanimous consent, permission to
address the House, following the legis-
lative program and any special orders
heretofore entered, was granted to:

(The following Members (at the re-
quest of Mr. GONZALEZ) to revise and
extend their remarks and include ex-
traneous material:)

Mr. BONIOR, for 60 minutes each day,
today and on February 23, 24, and 25.

Mr. WATERS, for 60 minutes each day,
on March 3, 10, 17, 24, and 31.

Ms. ENGLISH, for 5 minutes, on Feb-
ruary 23.

EXTENSION OF REMARKS

By unanimous consent, permission to
revise and extend remarks was granted
to:

(The following Members (at the re-
quest of Mr. THOMAS of Wyoming) and
to include extraneous material:)

Mr. LEWIS of California.

Mr. KOLBE.

(The following Members (at the re-
quest of Mr. GONZALEZ and to include
extraneous material:)

Mr. NATCHER.

Mr. KLECZKA.

Mr. DIXON.

Mr. GONZALEZ in 10 instances.

Mr. BROWN of California in 10 in-
stances.

Mr. CLEMENT.

ENROLLED BILLS SIGNED

Mr. ROSE, from the Committee on
House Administration, reported that
that committee had examined and
found truly enrolled bills of the House
of the following titles, which were
therefrom signed by the Speaker:

H.J. Res. 101. Joint resolution to designate
February 21 through February 2T, 1993, as
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‘‘National
Week."

FFA Organization Awareness

ADJOURNMENT

Mr. GONZALEZ. Mr. Speaker, I move
that the House do now adjourn.

The motion was agreed to; accord-
ingly (at 1 o’clock and 19 minutes p.m.)
the House adjourned until tomorrow,
Tuesday, February 23, 1993, at noon.

EXECUTIVE COMMUNICATIONS,
ETC.

Under clause 2 of rule XXIV, execu-
tive communications were taken from
the Speaker’s table and referred as fol-
lows:

760. A communication from the President
of the United States, transmitting notifica-
tion that a report pursuant to section 507 of
Public Law 102-377 will be forthcoming; to
the Committee on Armed Services.

T61. A letter from the President and Chair-
man, Export-Import Bank of the United
States, transmitting a report involving Unit-
ed States exports to Hong Kong, pursuant to
12 U.S.C. 835(b)(3)(1); to the Committee on
Banking, Finance and Urban Affairs.

762. A letter from the President and Chair-
man, Export-Import Bank of the United
States, transmitting a report involving Unit-
ed States exports to Malaysia, pursuant to 12
U.S.C. 635(bX3)(i); to the Committee on
Banking, Finance and Urban Affairs.

763. A letter from the President, Chesa-
peake and Potomac Telephone Co., transmit-
ting the C&P Telephone Co. statement of re-
ceipts and expenditures for the year 1992,
pursuant to the act of April 27, 1904, ch. 1628
(33 Stat. 374, 375); to the Committee on the
District of Columbia.

T64. A letter from the Executive Director,
Committee for Purchase From People Who
Are Blind or Severely Disabled, transmitting
a report of activities under the Freedom of
Information Act for calendar year 1992, pur-
suant to 5 U.S.C. 552(d); to the Committee on
Government Operations.

765. A letter from the Director, Office of
Financial Management, General Accounting
Office, transmitting the fiscal year 1992 an-
nual report of the Comptrollers General Re-
tirement System, pursuant to 31 U.S.C.
9503(a)(1)(B); to the Committee on Govern-
ment Operations.

T66. A letter from the Acting Director,
Peace Corps, transmitting notification of the
removal of the Inspector General and the
Deputy Inspector General, pursuant to Pub-
lic Law 95-452, section 8E(e) (102 Stat. 2524; to
the Committee on Government Operations.

767. A letter from the Comptroller General
of the United States, transmitting notifica-
tion with respect to a request by Independ-
ent Counsel Walsh's for a waiver of erro-
neous overpayments; to the Committee on
the Judiciary.

768. A letter from the Chairman, Board of
Governors of the Federal Reserve System,
transmitting the monetary policy report,
pursuant to 12 U.S.C. 225a; jointly, to the
Committees on Banking, Finance and Urban
Affairs and Education and Labor.

769. A letter from the Assistant Secretary
(Civil Rights), Department of Education,
transmitting the annual report summarizing
the compliance and enforcement activities of
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the Office for Civil Rights and identifying
significant civil rights or compliance prob-
lems, pursuant to 20 U.S.C. 3413(b)(1); jointly
to the Committees on Education and Labor
and the Judiciary.

770. A letter from the Secretary of Labor,
transmitting a draft of proposed legislation
to extend the emergency unemployment
compensation program, and for other pur-
poses; jointly, to the Committees on Ways
and Means and Energy and Commerce.

————

REPORTS OF COMMITTEES ON
PUBLIC BILLS AND RESOLUTIONS

Under clause 2 of rule XIII, reports of
committees were delivered to the Clerk
for printing and reference to the proper
calendar, as follows:

Mr. CLAY: Committee on Post Office and
Civil Service. H.R. 20. A bill to amend title 5,
United States Code, to restore to Federal ci-
vilian employees their right to participate
voluntarily, as private citizens, in the politi-
cal processes of the Nation, to protect such
employees from improper political solicita-
tions, and for other purposes (Rept. 103-16).
Referred to the Committee of the Whole
House on the State of the Union.

PUBLIC BILLS AND RESOLUTIONS

Under clause 5 of rule X and clause 4
of rule XXII, public bills and resolu-
tions were introduced and severally re-
ferred as follows:

By Mr. ANDREWS of Texas (for him-
self and Mr. BREWSTER):

H.R. 1024. A bill to amend the Internal Rev-
enue Code of 1986 to provide incentives for
domestic oil and natural gas exploration and
production, and for other purposes; to the
Committee on Ways and Means.

By Mr. SCHUMER (for himself, Mr.
SENSENBRENNER, Mr. SYNAR, Mr.
MAZZOLI, Mr. GIBBONS, Mr. GLICKMAN,
Mr. BRYANT, Mr. SAWYER, Mr. STARK,
Mr. Fazio, Mr. STubpDS, Mr. REYN-
OLDS, Mr. MCDERMOTT, Mr. JACOBS,
Mr. MANTON, Ms. PELOSI, Mr. POR-
TER, Mr. TOWNS, Mr. BERMAN, Mr.
BORSKI, Mr. BacCcHUS of Florida, Mrs.
SCHROEDER, Mr. MORAN, Ms. SLAUGH-
TER, Mr. FILNER, Mr. BOEHLERT, Mr.
HALL of Ohio, Mr. BARRETT of Wis-
consin, Mr. SHAYS, Mr. SKAGGS, Mrs.
ROUKEMA, Mr. KLEIN, Mr. EVANS, Mr.
MINETA, Mr. DERRICK, Mr. LIPINSKI,
Mr. KLuGg, Mr, ANDREWS of Maine,
Mr. DEUTSCH, Mr. EDWARDS of Cali-
fornia, Mr. CONYERS, Mr. YATES, Mr.
TORRICELLI, Mr. WHEAT, Mr. TUCKER,
Mr. ROEMER, Ms. FURSE, Ms. MoL-
INARI, Ms. BYRNE, Mrs. BENTLEY, Mrs.
MALONEY, Mr. CARDIN, Mr. GEJDEN-
SON, Mr. MEEHAN, Mr. FINGERHUT,
Mr. SANGMEISTER, Mr. NADLER, Mr.
MARKEY, Mr. HUGHES, Mr. DELLUMS,
Mr. OwWENS, Ms. WATERS, Mr. DE
Luco, Mr. HYDE, Mr. STOKES, Mr.
WAXMAN, Mr. DURBIN, Mr. ACKERMAN,
Mr. BONIOR, Mr. SERRANO, Mr. COYNE,
Mr. LANTOS, Mr. MFUME, Mrs.
MORELLA, Ms. DELAURO, Mr. AN-
DREWS of New Jersey, Ms. NORTON,
Mr. FALEOMAVAEGA, Mr. HOAGLAND,
Mr. MILLER of California, Mr. REED,
Mr. HOYER, Mr. HOCHBRUECKNER, Mr.
JOHNSTON of Florida, Mr. SABO, Mr.
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BrowN of California, Mr. LEwIS of
Georgia, Mr. FOGLIETTA, Mr. FRANK
of Massachusetts, Mr. GUTIERREZ,
Mr. Goss, Mrs, KENNELLY, Mr. BEIL-
ENSON, Ms. KAPTUR, Mrs. MINK, Mr.
MaTsul, Mr. FLAKE, Ms, VELAZQUEZ,
Mrs. LOWEY, and Mr. WYNN):

H.R. 1025. A bill to provide for a waiting pe-
riod before the purchase of a handgun, and
for the establishment of a national instant
criminal background check system to be
contacted by firearms dealers before the
transfer of any firearm; to the Committee on
the Judiciary.

By Mr. INGLIS:

H.R. 1026. A bill to repeal the first section
of Public Law 93-462 to limit departing Mem-
bers' purchases of office equipment and of-
fice furnishings from their district offices; to
the Committee on House Administration.

By Ms. WATERS:

H.R. 1027. A bill to amend the Internal Rev-
enue Code of 1986 to provide an incremental
investment tax credit to assist defense con-
tractors in converting to nondefense oper-
ations; to the Committee on Ways and
Means.

ADDITIONAL SPONSORS

Under clause 4 of rule XXII, sponsors
were added to public bills and resolu-
tions as follows:

H.R. 20: Ms. BrowN of Florida, Mr.
CLINGER, Miss CoLLINS of Michigan, Mr. Ep-
WARDS of Texas, Ms. ENGLISH of Arizona, Mr.
FLAKE, Mr. GLICKMAN, Mr. INSLEE, Ms. E.B.
JOHNSON, Mr. LAUGHLIN, Mr. PICKETT, Mr.
SERRANO, Mr. TAUZIN, Mr. WILSON, Mr. FORD
of Tennessee, and Mr. HILLIARD.

H.R. 145: Mr. BURTON of Indiana, Mr.
CrAPO, Mr. HUNTER, Mr. LEWIS of Florida,
Mrs. VUCANOVICH, Mr. HANCOCK, Mr.
DEFAZIO, and Mr. HAYES of Louisiana.

H.R. 157: Mr. GINGRICH.

H.R. 163: Mr. KOLBE and Mr. GINGRICH.

H.R. 349: Mr. BUYER and Mr. LEwW1S of Flor-
ida.

H.R. 360: Mr. CRAMER, Mr. MCHUGH, Ms.
NORTON, Mr. MACHTLEY, Mr. VENTO, Ms. E.B.
JOHNSON, Mr. MCCLOSKEY, Mr. ZELIFF, Mr.
SPRATT, Mr. HOCHBRUECKNER, Mr. UPTON,
and Mrs. UNSOELD.

H.R. 515: Mr. MCDADE, Mr. SENSENBRENNER,
Mr. SoLoMoN, Mr. MCMILLAN, Mr. ROYCE, Mr.
OXLEY, Mr. BAKER af California, Mr. LIVING-
STON, Mr. EWING, Mr. DOOLITTLE, Mr. EVANS,
Mr. ZELIFF, Mr. BEREUTER, Ms. MOLINARI,
Mr. DE LUGO, and Mr, WYNN.

H.R. 723: Mr. BATEMAN and Mr. HASTINGS.

H.R. 778: Mr. PETERSON of Minnesota, Mr.
DERRICK, Mr. SPRATT, Mr. SKEEN, Mr. GOR-
DON, Ms., WoOLSEY, Mr. BAKER of Louisiana,
Mr. ENGLISH of Oklahoma, Mr. PETERSON of
Florida, Mr. NEAL of North Carolina, Mr.
HOBSON, Mr. LIGHTFOOT, Mr. OXLEY, Mr. BE-
REUTER, Mr. BURTON of Indiana, Mr. PENNY,
Mr. EvaNs, Ms, DANNER, and Mr. GILLMOR,

H.R. 887: Mr. DELAY, Mr. EMERSON, Mr.
CANADY, Mr. YOUNG of Alaska, Mr. GINGRICH,
and Mr. KING.

H.J. Res. 58: Mr. COBLE.

H. Res. 16: Mr. ROHRABACHER.

H. Res. 32: Ms. NORTON, Mr. PETERSON of
Florida, Mr. HALL of Ohio, Mr, CARDIN, and
Mr. LEw1s of Georgia.

H. Res. 40: Mr. TORRES, Mr. PASTOR, and
Mr. SERRANO.

H. Res. 41: Mrs. MEYERS of Kansas.
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TRIBUTE TO DELAINE NELSON
HON. GERALD D. KLECZKA

OF WISCONSIN
IN THE HOUSE OF REPRESENTATIVES

Monday, February 22, 1993

Mr. KLECZKA. Mr. Speaker, | am pleased
to recognize the accomplishments of Delaine
Nelson, a constituent of mine and Wisconsin's
own renaissance woman. For the past year,
Delaine has served as president of the Na-
tional Utility Contractors Association [NUCA],
an organization representing the construction
contractors and suppliers who provide the
manpower and materials necessary for the
construction of water, sewer, and other under-
ground utility systems. In this capacity, she
has shown the leadership and dedication that
Wisconsin has been the beneficiary of for over
17 years. It is time that her accomplishments
be known above ground.

Much of the work of Ms. Nelson, and the
many men and women she represents, re-
mains hidden from public view. Yet, well-built,
well-maintained  sewer  systems  and
wastewater treatment facilities are necessary
to ensure the public health and safety. Delaine
Nelson has dedicated her career to this task.

As chairman of the Board of MRM, Inc., a
New Berlin; WI, company, Ms. Nelson is
known for her efforts on behalf of worker safe-
ty. In 1988, she was the first woman ap-
pointed to the Occupational Health and Safety
Administration’s advisory committee on safety
and health. Indeed, in an industry that has tra-
ditionally been dominated by men, Ms. Nelson
has paved the way for other women to suc-
ceed and excel.

Beyond all this, she has found time to be
active in a local program fo feed and clothe
the homeless, teach Sunday school and vaca-
tion Bible school, and participate in a long list
of hobbies. Delaine is a mother of four and a
grandmother of nine.

If the past is any indication, Delaine Nel-
son's service to the industry, and to her com-
munity, will not end with the completion of her
presidential term at NUCA. Certainly, Wiscon-
sin will be the better for if.

The following article which appeared in the
National Utility Contractor in May of 1992 illus-
trates why Delaine Nelson is one of Wiscon-
sin's most accomplished leaders.

1991 NUCA PRESIDENT DELAINE NELSON: A

DRIVEN AND ACCOMPLISHED LEADER
(By Anne Beall)

““The construction industry is ever growing
and ever changing. That's why I'm here,”
1992 NUCA president Delaine Nelson said
when asked why she chose to pursue a career
in construction. “It constantly presents
challenges, and I love a challenge.”

When talking to Delaine, it quickly be-
comes clear that she thrives on accomplish-
ment. As she sits behind her desk, in an of-
fice filled with unique Southwestern prints
and collectibles, she radiates confidence.

Pictures of Delaine with members of OSHA's
Advisory Committee and previous Secretar-
ies of Labor Anne McLaughlin and Elizabeth
Dole reinforce her reputation as totally com-
mitted to safety. A closer look around the
office illustrates how her confidence and
commitment have paid off—dozens of awards
blanket the walls.

After 17 years of days filled with all the
good jobs that moms do—girl scout leader,
room mother, fill-in coach for dad's little
league team—Delaine decided to begin work-
ing part-time. “My youngest son was thir-
teen years old, and I was ready to find more
to do,” she said. **I started out working just
three days a week, but before I knew it, I had
given up bowling and was working full-time.
I was hooked.”

Delaine was no stranger to construction.
Her husband, Chuck, a chiropractor by pro-
fession, had been part owner and an execu-
tive of Mueller Pipeliners since 1954. “'I real-
1y liked working again,” Delaine recalls. “I
liked the industry, and I liked the excite-
ment. I knew that I would face skepticism as
a woman and that it would be a challenge to
pursue a career in construction. That's part-
ly what made it so enticing for me,” she
said.

Seventeen years later, it's apparent that
her hard work and dedication have paid off.
Today, she sits as an owner and administra-
tive vice president of MRM, Inc., where she
directs safety and training.

A CINDERELLA STORY?

How did this mother of four break down
the barriers facing a woman in a tradition-
ally male industry? Persistence. ‘I encoun-
tered the most skepticism from the guys in
the field,” Delaine remembers. ‘‘They
weren't very comfortable with me dictating
safety to them. But I didn't let myself get
turned off by it. Imitially, I accepted it as
part of the industry.”

Determined to overcome the obstacles and
learn the ins and outs of the industry,
Delaine read everything she could get her
hands on, talked to everyone in the field, lis-
tened carefully to everything she heard,
watched closely what was happening at the
jobsites, and asked question after question
after question. And she learned. "I knew I
had to be able to talk their jargon and un-
derstand the details on the jobsites. The
guys in the field had a lot of good ideas,"” she
said. “‘I began taking their ideas back to the
office and giving them recognition if we im-
plemented their ideas. I think they appre-
ciated that. It helped them recognize that I
was on their side.”” It didn’'t take long for
Delaine to gain the respect of the company’s
management and employees.

A PARADOXICAL RELATIONSHIP

‘“*Probably the most discouraging, yet re-
warding, experience that I have had with the
industry was my involvement with the
OSHA Advisory Committee,” Delaine said.
In 1988, then Secretary of Labor Ann
McLaughlin appointed Delaine to OSHA's
Advisory Committee on Safety and Health.
Delaine was the first representative of the
underground utility construction industry to
serve on the committee.

The committee is comprised of 15 members
(five representing employers, five represent-

ing labor, and five representing the public
sector) and is responsible for advising the
Secretary of Labor on issues pertaining to
safety and health in the construction indus-
try. “The first year that I sat on the com-
mittee had its frustrations. I was the first
woman ever appointed to the committee, and
it took some time for the members to accept
my ideas,” she said. “It's like anything
else—as a woman, I had to prove myself.””

As the committee moved into its second
year, committee members really began
working well together, Delaine said, When
OSHA proposed revisions to Subpart P, the
group came together to develop common-
sense ideas on how OSHA should proceed.
“Fortunately, labor supported our issues, so
we were able to work without antagonizing
each other,” she remembers. "I advised the
committee that 60 days was not nearly
enough time for contractors to develop
training materials and conduct training sem-
inars, and the committee agreed.”” OSHA de-
layed enforcement of the standard for an ad-
ditional 60 days, based on the unanimous rec-
ommendation of the advisory committee.

“It was extremely fulfilling to see that I
was able to be part of a policy decision that
directly affected our industry. My only re-
gret is that all of this happened at the end of
my two-year term and that I was unable to
continue,” she said. "I felt like the group
was gaining momentum and was sorry that
the group would have to start over again.”
Participation on the advisory committee was
a wonderful learning and growing experience
for Delaine. *“To sit at the table with the
leaders of all sectors of the industry and to
be involved in substantive debate was ex-
tremely rewarding, I'd do it all over again at
a moment's notice," she said.

AN AWARD WINNING COMMITMENT TO IMPROVED
JOBSITE SAFETY

Safety and Delaine Nelson go hand-in-
hand. Her reputation for innovative safety
ideas and her company’s impeccalle safety
record are well known across the industry.

When Delaine became active in the indus-
try 17 years ago, industry safety programs
were in their infancy. “Back in 1975, OSHA
had only been in existence for five years, and
there wasn't broad-based recognition of
worker safety. Employees were given protec-
tive gear and an occasional tool-box talk,
and that was the extent of it,"” Delaine ex-
plained.

Over the years, as safety awareness has in-
creased, Delaine Nelson and MRM have been
in the forefront—and in many ways, they
have set the standard. *‘We knew that jobsite
safety was going to become a major issue for
us, so we started developing programs
early,” Delaine said. Delaine developed the
company's first safety guide and began con-
ducting regular self-inspections in the field.
While in the field, she talked to the inspec-
tors and the employees in an effort to better
understand the company's safety needs, She
then took it one step further and visited sev-
eral equipment manufacturers to see how the
equipment was manufactured and tested.

What began several years ago as a standard
company safety program has evolved into
one of the most comprehensive safety pro-
grams in the country. Since 1981, the com-
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pany has been the recipient of at least one
safety award each year, including the high-
est safety award from NUCA and the Wiscon-
sin Underground Contractors’ Association.
And Delaine can take most of the credit for
that—although she is hesitant to.

“All TI've done is put the systems into
place. Our employees have made our safety
program what it is today,” she said. And the
program is impressive. Under Delaine’s
watchful eye, the company holds a week-long
safety school each year for the company's
foremen and superintendents. The company
brings in the state’s best safety experts to
discuss myriad safety issues, including de-
fensive driving, natural gas safety, jobsite
protection, trenching, and traffic control.
The company also holds an eight-hour winter
safety seminar for all of its employees and
has implemented an extensive safety rec-
ognition and awards program. Safety news-
letters, a trench safety program, company
tool-box talks, and safety workshops are
other major elements of their safety pro-
gram.

The company's safety program was greatly
expanded in 1989, when Delaine brought Jim
Kurth, a 20-year foreman, into the main of-
fice to assist her with the safety field work.
““As our safety manager, Jim has been in-
strumental in the recent growth of our safe-
ty program,” Delaine said.

During the company's upcoming annual
banquet, MRM will honor several employees
that have been with the organization for 30
years. In addition, the company will present
awards of thanks to 20-year and 10-year em-
ployees. That fact, alone, speaks volumes
about the comnpany—employees love to work
for MRM,

Harold Mueller, chairman of the board of
MRM, believes that the safety program that
Delaine has developed for the company has
been a major factor in the company’s excep-
tionally low employee-turnover rate. By
having a strong safety program, employees
know and understand that their employers
are concerned about them,” he said. "It
makes them happy, and it makes them more
productive, which, in turn, makes the com-
pany as a whole run and perform better."

GIVING BACK TO THE INDUSTRY

Delaine's safety skills do not stop with her
company. As an active member of the Wis-
consin Underground Contractors’ Associa-
tion (WUCA), Delaine has been instrumental
in the association’s establishment of a safety
task force. The task force, comprised of safe-
ty directors from member companies, meets
regularly to review safety standards, plan
safety seminars, and compose and distribute
safety-related letters to state legislators and
agency officials. Currently, the task force is
developing a statewide safety guide for un-
derground utility contractors. ‘‘Delaine’s
leadership and advice throughout the years
have helped to make our association one of
the most informative on safety issues in the
area,” said Dick Wanta, WUCA executive di-
rector. “‘Her company's safety efforts have
done a lot to raise safety awareness among
our members and across the state.”

Delaine's safety consciousness was also a
primary reason that she became involved in
NUCA. In January 1982, she attended NUCA’s
educational seminar in Puerto Rico. A few
months later, she attended NUCA’s national
convention in Phoenix, Ariz. *‘Our company
had belonged to several organizations, but
once we became involved with NUCA, noth-
ing compared,” Delaine said. “We quickly
learned that NUCA is a unique organization.
You're an individual at NUCA, and members
care about you as a person.”’

EXTENSIONS OF REMARKS

It wasn't long after the company joined
the NUCA that Delaine became an active
part of the committees. “‘Loretta Simmons
and Vic DiGeronimo were strong influences
in my becoming involved with NUCA so
quickly,"” Delaine said. “'Loretta wanted me
on NUCA's safety committee, and Vic asked
me to head a special task force. They were
both so supportive, and I found that I really
loved working with NUCA members."

Soon after her introduction to NUCA com-
mittees, Delaine moved into leadership
roles—finance committee chairman, region
V vice president, treasurer, president elect,
and finally president.

A FULL PLATE FOR 1992

Looking ahead to what she will bring to
her presidency, Delaine is focused and clear.
“We will pick up where 1991 president Ron
Pacella left off,” Delaine said of her legisla-
tive goals for 1992. “Ron laid a strong foun-
dation for securing adequate construction
funding under the Clear Water Act. We will
accomplish this goal during 1992. We really
have no other choice.”

Also at the top of Delaine’'s legislative
laundry list is the defeat of H.R. 3160, the so-
called OSHA reform legislation now pending
in Congress. “Our industry has docurnented
dedication to workplace safety, but we can-
not support a bill that holds our manage-
ment personally liable for workplace safety
but does not take employee responsibility
into account. Nor can we support a bill that
sets one model and does not provide for em-
ployer flexibility in developing a safety pro-
gram," she said. Although Delaine concedes
that it is unlikely that we will be able to de-
feat the entire bill, she does believe we can
influence the final version to make it more
workable for contractors.

The investment tax credit will be a major
focus of Delaine's presidency as well. By
working closely with major manufacturers
and talking with key lawmakers. Delaine be-
lieves that NUCA can make a difference and
convince Congress that reinstatement of tax
incentives would and should relieve the
struggling economy.

Outside the legislative arena, Delaine will
continue to give a high priority to NUCA’s
safety programs. During 1992, NUCA will
hold another series of competent-person in-
structor training courses, as well as begin a
new safety training series on confined-space
entry. In addition, NUCA's safety committee
is currently conducting a comprehensive re-
vision of the NUCA Safety Manual, which
will be completed by mid-1992.

Delaine also hopes to make major strides
in membership development and retention.
“I would like to see our membership grow
and become more solid,” Delaine said. “Our
chapters could be the core of this effort.
With NUCA’'s assistance, our chapters will
grow and become stronger, and in turn, with
the assistance and commitment of our chap-
ters, NUCA will grow stronger. If we help
each other, we will become more solid.”

A BRIGHT FUTURE

When asked what's in store for the future
of underground utility construction, Delaine
is extremely positive. “Members often hear
me say that overburdensome regulations are
killing American business. But not all the
regulation and legislation has been bad. A
lot of laws and regulations have been forced
upon the industry, but there is a flip side to
this. Some good has come out of it. Tighter
restrictions have significantly increased con-
tractor awareness and have prompted many
contractors to become more involved in the
process, which has resulted in a stronger col-
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lective voice. I believe that the industry will
be on solid ground for the next few years.
There's a lot of work out there, we just have
to shake the money loose,' she said.

“That's why we belong to NUCA and why 1
chose to become so active. NUCA actively
seeks to effect change and help the industry
to grow, and I would like to be part of that
process,” she said.

MORE THAN MEETS THE EYE

Behind her trademark pink hard hat, elip-
board, and safety seminars lurks another
very different, yet similar individual.
Delaine’'s dedication and commitment to
helping others carries over to her life outside
of the construction industry. As an active
member of her church,  where she taught
Sunday school and vacation Bible school,
Delaine is active in a program to feed and
clothe the homeless. ‘I really enjoy my work
with the homeless. I love to give to others,
and they are so appreciative.”

Delaine’s life is filled with her family. She
beams with pride as she talks about life as a
mom of four and a grandma of nine. Her
daughter Kathy owns a travel agency and
has three children. Sharon, another daugh-
ter, has three children and designs and pub-
lishes the company's tool-box talks and
newsletters from her home. Her sons,
Charles, who has two children, and Richard,
who has one child, own a metal polishing and
deburring business. ‘*‘My husband, Chuck, as
well as my children have been very support-
ive of my decision to take on the NUCA pres-
idency. They have just been great,' she said.

With a life filled with so much activity and
family, it's hard to imagine how Delaine
finds time for the many other activities that
she regularly undertakes—travelling, golf-
ing, scuba diving, downhill skiing, and grow-
ing roses.

IT SAYS "'"VROOMM"

As I took one last glance back at the of-
fices of MRM before I returned from the
interview with Delaine, my eye caught the
license plate of the sparkling blue Mercedes
that she drives around Milwaukee. It reads
“VROOMM.” The plate is indicative of the
type of woman who recently took over the
NUCA presidency—an energetic, intelligent,
and driven leader. How else would you de-
scribe a women who beat the odds to climb
to the top of her profession. NUCA will be in
good hands in 1992.

HOUSE CONCURRENT RESOLUTION
46, THE JOINT COMMISSION FOR
THE UNITED STATES-MEXICO
BORDER REGION

HON. BILL RICHARDSON

OF NEW MEXICO
IN THE HOUSE OF REPRESENTATIVES

Monday, February 22, 1993

Mr. RICHARDSON. Mr. Speaker, on Thurs-
day February 18, 1993, | introduced legislation
to create a joint commission for the United
States-Mexico border region. The creation of
such a commission is long overdue. It is need-
ed to address the escalation of environmental
and public health problems in the region, and
| believe both the United States and Mexico
should agree to the terms of such a joint com-
mission before the implementation of the
North American Free-Trade Agreement
[NAFTA].

House Concurrent Resolution 46 does not
offer a specific solution to every single envi-
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ronmental concern raised by the NAFTA, but
it does contain a broad array of elements that
address significant environmental problems
and offers an outline as to how the United
States and Mexico can work bilaterally to
solve them.

The people who live along the United
States-Mexico border are on the frontline of
the two countries' environmental and public
health problems. Air pollution, contamination
of ground water and surface water supplies,
and explosive levels of population and poverty
over the past decade have degraded the bor-
der environment and left the region’s environ-
mental infrastructure substandard, at best,
and, in far too many cases, simply nonexist-
ent. The U. S. Environmental Protection Agen-
cy [EPA] has put a $5 to $7 billion price tag
on the region’s problems.

United States-Mexico border residents rec-
ognize that not all the region's problems will
go away overnight, but they do need and
should expect from their central governments
better coordination of existing resources and
new financial strategies to allow border area
cities and towns to help themselves. My pro-
posed joint commission for the United States-
Mexico border region is aimed at accomplish-
ing those goals. House Concurrent Resolution
46 would: First, improve coordination of envi-
ronmental protection activities between the
United States and Mexico along the border
and on a nationwide basis; second, provide
small border communities access to inter-
national capital markets for financing environ-
mental infrastructure projects; third, provide
United States technical expertise to Mexico in
such areas as reqgulatory development, envi-
ronmental impact assessment, hazardous
waste management, poliution prevention, and
conservation; fourth, require all companies
with operations in the United States-Mexico
border to comply with reporting procedures
similar to those under the Emergency Plan-
ning and Community Right-to-Know Act; fifth,
promote voluntary service and increased cor-
porate philanthropy in the border area; and
sixth, facilitate greater public participation
through the establishment of regional border
offices and a bilateral consultative process,
which may include the holding of public hear-
ings and the appointment of investigatory envi-
ronmental boards.

This commission does not seek to duplicate
the functions of the International Boundary
and Water Commission [IBWC] or those to be
carried out under the United States-Mexico In-
tegrated Border Plan. Both the IBWC and
EPA's Integrated Border Plan play an instru-
mental role in providing the border region with
resources and funding for a small number of
very large projects. For example, EPA has al-
ready committed a total of $146 million in fis-
cal year 1993 for environmental projects on
the United States side of the border. Similarly,
Mexico has committed $460 milion over 3
years to carry out commitments under the bor-
der plan. While the border plan represents a
historic undertaking for both countries, | wouid
emphasize that this bilateral initiative deals pri-
marily with a small number of large environ-
mental infrastructure projects such as the
$350 million Tijuana River wastewater treat-
ment facility and similar facilities in Nogales
and Laredo/Nuevo Laredo border commu-
nities.

EXTENSIONS OF REMARKS

That leaves dozens of small border commu-
nities without sufficient resources to finance
their long-term environmental infrastructure
needs, and so far the United States and Mex-
ico have not figured out a financing strategy to
assist these communities. To address this
problem, the joint commission will establish
and oversee a Border Environmental Guaranty
Fund [BEGF], the purpose of which is to pro-
vide financial guaranties for the repayment of
debt instruments that are issued by private
and public financial organizations. The pro-
ceeds from such debt instruments will be used
by border area communities to create, replace,
or improve environmental infrastructure facili-
ties. And it will be the residents of these bor-
der area communities who make payments on
these debt instruments through a system of
user fee charges established by the local envi-
ronmental facility.

| want to emphasize to my colleagues that
the BEGF does not finance environmental
projects. Rather the BEGF will be capitalized
by the United States and Mexico at no less
than $200 million, an amount that will allow for
well over $2 billion in private funds to be
raised in capital markets by local border area
governments that use the guaranty of the
fund. The $2 billion in private funds is the rev-
enue used for construction of environmental
facilities, and the $200 million stays in the
fund as collateral against all bonds issued by
local border area governments.

The function of the BEGF therefore is two-
fold. First, it will upgrade the investment grade
rating given to such bonds as water and
wastewater system bonds from noninvestment
grade [NIG]—essentially junk bonds—to in-
vestment grade rating and thereby lower the
cost of constructing environmental facilities
considerably. Second, the BEGF will act as a
guarantor for bondholders of environmental fa-
cilities in those instances when a facility is de-
linquent on its bond payments. Let me use an
example fo illustrate this point. If a local gov-
ernment in the border area issues a bond to
construct a wastewater treatment facility and a
revenue shortfall experienced by the facility
prevents it from making its full payment to
bondholders, then the BEGF steps in to make
the facility's payments in full and on a timely
basis. Once the wastewater treatment facility
resumes payments, it will make up the missed
payments to the fund.

The U.S. experience with water and waste-
water bonds demonstrates that delinquency on
payments—not outright default—is the most
significant problem for small water and waste-
water systems. It should be expected, there-
fore, that the BEGF will use its funds to pay
for delinquent payments, but the BEGF will
also have those expended funds replenished.
In other words, the BEGF will use its funds,
but it will also get them back. Since outright
default on small water and wastewater bonds
is exceedingly low, this is how the BEGF is
expected to operate.

While the BEGF will be established in a way
that allows for the joint participation of Mexico,
it can operate solely as a domestic fund to as-
sist United States border communities in se-
curing financing for environmental infrastruc-
ture projects in their region. It will be Mexico's
decision to put capital into the fund, but in
doing so, Mexico will obviously have to estab-
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lish a public securities market for environ-
mental projects and create a system where
water and sewer bonds are paid off with user
fees charged to the environmental facility's
users.

The establishment of the BEGF will be con-
sistent with the way capital improvement
projects are financed in the United States.
U.S. local governments—not the Federal Gov-
ernment—usually pays for the cost for the
construction of environmental infrastructure
projects such as wastewater treatment facili-
ties, drinking water hookups, and solid and
hazardous waste landfills. The creation of the
Border Environmental Guaranty Fund recog-
nizes the primary role of local governments
and is established with the purpose of allowing
these border communities to continue paying
the cost of constructing these facilities.

What the guaranty fund will allow is local
border communities to raise money for envi-
ronmental infrastructure at a cost that is com-
parable to that of similar facilities in large
cities. The total annualized local government
cost to implement major environmental regula-
tions continues to rise well beyond the rate of
inflation. These increased costs have hit small
border communities especially hard. Per cap-
ita, smaller border communities are paying
more for environmental protection than those
Americans living in larger urban centers. For
many border communities, the costs have be-
come prohibitive, leaving many border resi-
dents without drinking water and adequate
wastewater facilities.

It is clear that Washington and Mexico City
will never have the adequate financial re-
sources to assist all of these communities.
That is why it is imperative for the United
States and Mexico to establish a credit en-
hancement mechanism, such as the BEGF, to
supplement existing Dbilateral commitments
under the border plan, so as to allow commu-
nities greater self-reliance in financing locally
needed environmental infrastructure projects
over the long term.

The technical cooperation program outlined
in this legislation will expand efforts already
underway between the United States and
Mexico to improve Mexico's environmental
quality of life by helping Mexico to capacity
build at the Government level. The reason is
simple. At the present time, there are only a
limited number of trained Government person-
nel in areas such as environmental protection,
conservation, and pesticide regulation for the
agricultural industry. To broaden Mexico's ca-
pacity in these and other areas, the technical
cooperation program will provide assistance,
offering the country temporary personnel ex-
changes from a variety of United States agen-
cies in the areas of the environment and pub-
lic health.

House Concurrent Resolution 46 also re-
quires companies with operations in the Unit-
ed States-Mexico border region to comply with
reporting requirements similar to those under
the Emergency Planning and Community
Right-To-Know Act. This provision seeks to
have both the United States and Mexico reach
agreement on a formalized process to abide
by community right-to-know principles and to
facilitate public access to this information. The
establishment of regional border offices by the
commission will provide the border area com-
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munities with more outreach and oversight of
environmental issues impacting their commu-
nities.

This legislation seeks to promote voluntary
service and increased corporate philanthropy
in the border region. Presently, the U.S. Small
Business Association administers the Senior
Corps of Retired Executives [SCORE], a Gov-
ernment-sponsored program that recruits re-
tired professionals in a variety of business dis-
ciplines to provide their expertise, to small
businesses across the country. Through a
broad-based SCORE program, professionals
in public health, civil engineering, environ-
mental sciences, urban planning, and architec-
ture would be sought to provide voluntary
service to local governments, nonprofit organi-
zations, and small businesses on both sides of
the United States-Mexico border. As for the
companies with operations in the border re-
gion, their record of corporate giving to their
communities is horrible. One of the activities
of the commission should be to promote more
involvement and philanthropy among corpora-
tions operating in the border area.

Mr. ggeakar, the United States and Mexico
not only need each other to prosper economi-
cally but also to strengthen environmental pro-
tection along its shared border and in both
countries. In the coming months the United
States and Mexico will be negotiating side
agreements to the NAFTA to address many of
the concerns about the environment. It is my
hope that House Concurrent Resolution 46
gives negotiators from both countries an accu-
rate outline of the elements that must be a
part of any environmental side agreement. Mr.
Speaker, | ask that the text of House Concur-
rent Resolution 46 be printed in the RECORD
after this statement.

H. CoN. RES. 46

Whereas the North American Free Trade
Agreement (NAFTA) will increase the flow of
commerce and trade between the United
States and Mexico;

Whereas the lack of environmental facili-
ties, enforcement, and economic growth in
the United States-Mexico border region has
caused widespread public health problems
and environmental problems, including seri-
ous degradation of air quality, quality and
availability of transboundary ground water
and surface water supplies, and soil quality;

Whereas increased levels of commerce,
trade, and economic development under
NAFTA will exacerbate the existing public
health problems and environment problems
in such border region,

Whereas, although economic growth under
NAFTA will also create more resources to
protect the environment in such border re-
gion, such resources will not make an imme-
diate or significant reduction in the border
region’s public health problems and environ-
mental problems;

Whereas such health and environmental
problems will necessitate expanding the
level of bilateral environmental cooperation
between the United States and Mexico;

Whereas one method of bilateral environ-
mental cooperation would be to establish a
joint commission aimed at complimenting
the activities of the International Boundary
and Water Commission, alleviating public
health problems and environmental prob-
lems in the United States-Mexico border re-
gion, and expanding bilateral environmental
cooperation on a nationwide basis;

Whereas there has been great concern ex-
pressed both in the United States and in
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Mexico that insufficient financial resources
exist at the Federal levels in both nations to
deal with the public health problems and en-
vironmental problems in such border region;

Whereas the best alternative to Federal
funding for projects to alleviate public
health problems and environmental prob-
lems in such border region is to establish ac-
cess to the international capital markets for
public and private financial organizations
with the power to incur and issue debt;

Whereas the establishment of access to the
international capital markets for public and
private financial organizations would ini-
tially require a form of credit enhancement
for any debt instruments issued by such or-
ganizations;

Whereas the debt instruments issued by
such organizations would be used to fund
projects to create, replace, or improve the
environmental infrastructure facilities in
the United States-Mexico border region;

Whereas the users of environmental infra-
structure facilities in both the United States
and Mexico would be the revenue base for the
repayment on such instruments issued by
such organizations;

Whereas currently no means of credit en-
hancement exist to guarantee the debt of
such organizations;

Whereas there is mutual agreement be-
tween the United States and Mexico to in-
crease technical assistance provided between
the two nations relating to environmental
issues;

Whereas there is a need to promote greater
public participation and public disclosure re-
lating to public health issues and environ-
mental issues in the United States-Mexico
border region, including requiring businesses
located in the Mexican part of such border
region to comply with reporting require-
ments similar to the hazardous substances
reporting requirements under United States
Federal law; and

Whereas there is a need to promote greater
voluntary service and corporate
philantrophy in such border region: Now,
therefore, be it

Resolved by the House of Representatives (the
Senate concurring),

SECTION 1. SHORT TITLE.

This concurrent resolution may be cited as
the *‘Joint Commission for the United
States-Mexico Border Region Resolution’.
SEC. 2. ETA:ILOII%MT OF BILATERAL COMMIS-

(a) IN GENERAL.—The Congress urges the
President to reach an agreement with Mex-
ico on the establishment of a joint commis-
sion (in this concurrent resolution referred
to as the “‘Commission’) between the United
States and Mexico to help alleviate public
health problems and environmental prob-
lems in the United States-Mexico border re-
gion caused by the lack of environmental in-
frastructure capacity in such border region,
the growing shortages of ground and surface
water resources shared by both nations, and
by the increased levels of commerce, trade,
and economic development under the North
American Free Trade Agreement (in this
concurrent resolution referred to as
“NAFTA™).

(b) TIME LIMIT.—The agreement described
in subsection (a) should be reached not later
than the effective date of the legislation im-
plementing NAFTA.

SEC. 3. COMPOSITION.

The Commission should be composed of 12
members, 6 of whom should represent the
United States and 6 of whom should rep-
resent Mexico. Of the 6 members represent-
ing the United States, the President should
appoint—
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(1) the Administrator of the Environ-
mental Protection Agency as the head of the
United States delegation;

(2) the Commissioner of the United States
section of the International Boundary and
Water Commission; and

(3) one representative from—

(A) the Department of Health and Human
Services;

(B) the Department of the Interior;

(C) the Department of Housing and Urban
Development; and

(D) the Department of Agriculture.

SEC. 4. DUTIES.

(a) BORDER ENVIRONMENTAL GUARANTY
FUND.—The Commission should establish and
oversee a Border Environmental Guaranty
Fund (in this concurrent resolution referred
to as the *Fund’) to provide financial guar-
antees for the repayment of debt instru-
ments issued by public and private financial
organizations, the proceeds of which are used
to fund projects to create, replace, or im-
prove the environmental infrastructure in
the United States-Mexico border region. The
Fund should meet the following require-
ments:

(1) The United States and Mexico should
each contribute not less than $100,000,000 to
the Fund.

(2) The obligations of the Fund should not
have any guaranty, express or implied, of the
United States Government.

(3) The guaranty of the Fund should confer
on underlying debt instruments issued by
public and private financial organizations
the lowest investment grade ratings from
independent and internationally recognized
securities rating organizations for the pur-
pose of leveraging the Fund to the maximum
extent possible so that the greatest possible
ratio exists between the amount of debt
guaranteed by the Fund and the amount of
capital in the Fund.

(4) The Fund should have a board of direc-
tors to provide financial management of the
Fund and management of projects guaran-
teed by the Fund. The board should be com-
posed of 10 members, 5 of whom should rep-
resent the United States and 5 of whom
should represent Mexico.

(5) Members of the board should be reim-
bursed for reasonable expenses incurred in
carrying out their duties, and such expenses
should be paid for equally by both the United
States and Mexico.

(6) The board should be provided with an
independent staff in order to carry out its
duties in a prudent and timely manner.

(b) TECHNICAL COOPERATION PROGRAM.—The
Commission should establish a program to
provide for technical assistance and the ex-
change of personnel for environmental co-
ordination activities between the United
States and Mexico including the provision of
technical assistance to Mexico from rep-
resentatives of the Environmental Protec-
tion Agency and other relevant Federal
agencies), including training in activities
such as environmental impact assessment,
the development of environmental stand-
ards, enforcement of such standards, pollu-
tion prevention and control, the control of
the use of pesticides, waste management, re-
sponse to chemical emergencies, toxic emis-
sions reporting, marine pollution, conserva-
tion activities, and urban planning and infra-
structure development.

(c) PROCEDURES TO PROMOTE INCREASED
PUBLIC PARTICIPATION AND PUBLIC DISCLO-
SURE RELATING TO PUBLIC HEALTH AND ENVI-
RONMENTAL ISSUES.—The Commission should
establish procedures to promote increased
public participation and public disclosure re-
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lating to public health issues and environ-
mental issues in the United States-Mexico
border region. In establishing such proce-
dures, the Commission should meet the fol-
lowing requirements:

(1) The Commission should establish no
fewer than 2 regional border offices to foster
community outreach, public participation,
and border volunteer initiatives in the Unit-
ed States-Mexico border region.

(2) The Commission should be given the au-
thority to require businesses located in the
Mexican part of the United States-Mexico
border region to comply with reporting re-
quirements similar to those described in the
Emergency Planning and Community Right-
To-Know Act of 1986 (42 U.S.C. 11001 note).

(3) The Commission should consult with
the Border Environmental Public Advisory
Committee of the Environmental Protection
Agency so that expertise from the private
and public sectors is readily available to the
Commission in the areas of public health, ag-
ricalture, housing and urban development,
conservation, and public voluntary service.

(d) UNITED STATES-MEXICO BORDER REGION
VOLUNTEER  SERVICE.—The Commission
should, in conjunction with the Commission
on National and Community Service, estab-
lish a United States-Mexico Border Volun-
teer Service, which—

(1) in cooperation with the Small Business
Administration, should work to expand the
activities of the Senior Corps of Retired Ex-
ecutives (SCORE) in the fields of public
health, civil engineering, environmental
sciences, urban planning, and architecture;

(2) should provide assistance and advice to
border area not-for-profit organizations on
projects aimed at addressing the array of en-
vironmental health, housing, and social serv-
ice needs of the United States-Mexico border
region; and

(3) should promote initiatives aimed at in-
creasing the level of corporate philanthropy
among businesses in the United States-Mex-
ico border region for the purpose of alleviat-
ing public health problems and environ-
mental problems in such border region.

SEC. 5. POWERS.

(a) HEARINGS AND SESSIONS.—The Commis-
sion should, for the purpose of carrying out
its duties under section 4, hold hearings, sit
and act at times and places, take testimony,
and receive evidence as the Commission con-
siders appropriate, including holding hear-
ings on all matters and issues under the ju-
risdiction of the International Boundary and
Water Commission. All such hearings should
be open to the public.

(b) APPOINTMENT OF INVESTIGATORY
BoARDS.—The Commission should appoint 1
or more boards composed of qualified indi-
viduals to conduct on the behalf of the Com-
mission investigations and studies which the
Commission determines necessary to provide
oversight of the Fund described in section
4(a) and the technical cooperation program
described in section 4(b).

SEC. 6. REPORTS.

The Commission should submit an annual
report to both the United States Govern-
ment and the Government of Mexico regard-
ing all activities of the Commission during
the current year.

SEC. 7. UNITED STATES-MEXICO BORDER REGION
DEFINED.

For purposes of this concurrent resolution,
the term “United States-Mexico border re-
gion” means the area located in the United
States and Mexico within approximately 65
miles of the border between the United
States and Mexico.
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AMERICAN AND UNITED NATIONS
TROOPS SHOULD BE PLACED IN
MACEDONIA

HON. TOM LANTOS

OF CALIFORNIA
IN THE HOUSE OF REPRESENTATIVES
Monday, February 22, 1993

Mr. LANTOS. Mr. Speaker, the United
States faces serious limitations on what we
are able to do to bring an end to the blood-
shed and violence in Bosnia. On the one
hand, we want to see stronger action, tougher
action, to punish the Serbian aggressors who
have engaged in ethnic cleansing, systematic
rape of girls and women, and blockades to
starve out Bosnian Moslems. At the same
time, however, we have been unwilling to
send American ground forces into Bosnia to
lift the siege of Sarajevo or break the blockade
against other encircled Bosnian enclaves.

Last Thursday, Dr. Zbigniew Brzezinski ap-
peared before a joint hearing of the Foreign
Affairs Subcommittee on Europe and the Mid-
dle East and the Subcommittee on Inter-
national Security, International Organizations
and Human Rights. Dr. Brzezinski gave an ex-
cellent presentation regarding the limitations
and opportunities for collective security in this
post-cold war-era. In his excellent discussion
of the lessons of Bosnia, Dr. Brzezinski noted
that one concrete step the United States can
and should take is the stationing of United Na-
tions peacekeeping troops—inciuding United
States troops—in the former Yugoslav republic
of Macedonia and possibly in Kosovo.

Mr. Speaker, today's New York Times pub-
lished an op-ed by Walter Russell Mead, a
senior counselor at the World Policy Institute,
in which he considered the issue of placing
American troops in the former Yugoslav re-
public of Macedonia. | ask that Mr. Mead's ar-
ticle be placed in the CONGRESSIONAL RECORD.
He presents clearly and convincingly the argu-
ments in favor of placing American troops as
part of a United Nations contingent in Macedo-
nia, and it is an issue to which our colleagues
in the Congress should give serious and
thoughtful consideration. It represents an im-
portant and effective step that the United
States can take, but at the same time it is one
that involves limited risks.

PUT AMERICAN TROOPS IN MACEDONIA
(By Walter Russell Mead)

NEW ORLEANS.—So far, Washington's Bal-
kan policy has been built on principles of
bluster and bluff. Speak loudly, but leave the
stick at home.

The Serbian leaders, says the U.S,, are war
criminals who should all be brought to trial.
The Vance-Owen peace plan, which brings
those same Serbs to the negotiating table,
was derided by Americans eager to take a
stronger stand. The Europeans who backed it
were pusillanimous, we said. The Vance-
Owen plan rewarded aggression, we said.

It was all very exhilarating and all very
true. But it was all empty bombast as well.
When push came to shove, the U.S5. had no al-
ternative to Vance-Owen and fell humbly,
humiliatingly in line with the spineless Eu-
ropeans and their appeasement of war crimi-
nals.

The double-minded man is unstable in all
his ways, warns the Bible. It would be hard
to find a better description of American pol-
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icy in the former Yugoslavia. The U.S. has
two paramount goals: it wants to stop ethnic
cleansing, and it wants to stay out of the
war. These goals are moral, they are prudent
and, if achieved, they advance the national
interest. They are also incompatible, and the
contradiction between these irreconcilable
and but non-negotiable objectives has
plunged the Balkan policy of the last two
Administrations into sordid and wretched
chaos.

If this were the end of the story, we could
live with it. There have been bad peace trea-
ties before, and harsh bargains with evil
leaders—worse proposals than Vance-Owen.
And there have been bigger diplomatic blun-
ders than the fiasco launched under the Bush
Administration by Lawrence Eagleburger
and continued by Secretary of State Warren
Christopher.

Unfortunately, the Balkan tragedy has two
or three more acts to come, and American
braggadocio—the mixture of bluster and
cowardice that still guides our policy—is the
policy most likely to widen the war.

Even as Washington caved in by accepting
the basic outline of the peace plan, the U.S.
was preparing for new crises down the road.
Some peace plan! Mr. Christopher's state-
ment on the Vance-Owen proposal included
not only a surrender on Bosnia by ratifying
Serbian territorial conquests but new
threats to Serbia, lest it move into the
neighboring republic of Macedonia and into
the Serbian province of Kosovo, where res-
tive ethnic Albanians are likely targets for a
new round of brutal ethnic cleansing.

The combination of brave words and cra-
ven deeds is unlikely to impress the Serbian
warlords in whose bloody hands the chances
for peace now rest. The West talked big but
did little over Croatia. It huffed and puffed
over Bosnia but did nothing. Now it is on its
high horse over Kosovo. The U.S. looks im-
posing but like a scarecrow it never moves,
and the Serbs have figured that out.

It all seems sadly ridiculous, but it’'s worse
than that. The U.S. has interests in the Bal-
kans important enough to fight for and that
will, if challenged, drag a reluctant nation
into a new and nasty not-so-little war, Eth-
nic cleansing in Kosovo is likely to provoke
war with Albania and destabilization in Mac-
edonia, where there are also large and rest-
less Serb and Albanian communities. Neither
Bulgaria nor Greece could easily stay neu-
tral if the war spreads to Macedonia, and, in
a worst-case scenario, Turkey could find it-
self drawn in as well.

The U.S. could not finesse this situation. A
war that puts Greece and Turkey on opposite
sides would break up NATO and seriously
strain the U.S.-European relationship and
the already-frayed European Community.
The U.S. and Germany would almost cer-
tainly tilt toward Turkey; Britain and
France would probably support the Greeks—
and so might the Russians.

The prevention of this wider Balkan war is
the vital interest that should shape Amer-
ican policy. The U.S. needs to stop the Serbs
where they are, but it does not need to roll
them back. To do that, we must convince
them that further attacks would mean war.
This won't be easy after so many false
warnings.

Sending peacekeeping troops to Bosnia is
the most likely form of U.S. military inter-
vention at this stage. Unfortunately, it is
the least satisfactory approach. American
peacekeeping troops there would become
hostages to events in Kosovo and Macedonia.
Just as Britain and France opposed the en-
forcement of the “no fly” zone over Bosnia
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because of the risk to their peacekeeping
troops, the U.S. would have to take the safe-
ty of its Bosnian peacekeepers into account
when responding to Serbian aggression in
neighboring republics.

The best solution—radical-sounding but on
balance the most prudent course—would put
American troops where they might still pre-
serve the peace: Macedonia. With or without
formal recognition of the ex-Yugoslav repub-
lic, a temporary dispatch of at least 50,000
troops—preferably multinational but in any
case including a large proportion of well-
equipped Americans—would send a tough
message to Serbia without provoking war.

Unlike peacekeepers in Bosnia, these
troops would not come under hostile fire;
they would defend the independence and ter-
ritorial integrity of a country that the U.S.
very much needs to preserve. The multilat-
eral force would also be authorized to pro-
tect the Albanian majority in Kosovo from
Serbian attack, Without firing a shot, these
troops would significantly reduce the chance
that the Yugoslav war would widen, and they
would introduce a new note of realism into
Serbia's distracted councils.

But even if fighting spreads to Macedonia,
the multilateral presence will help avoid the
worst: splitting our most important alliance
and straining our relationships with every
important country in Europe and the Middle
East.

This military policy needs a diplomatic
strategy to succeed. The U.S. should win
British, French and Greek support for the
peacekeeping mission. Washington should
also develop with the Russians a peace pro-
gram that the Serbs can accept. At the same
time the signal to Serbia should be softer.

Instead of talking about Nazi-type war
trials, which the U.N. Security Council is ex-
pected to vote for this week, the United Na-
tions and Washington should be talking
about regional reconstruction and the bene-
fits of cooperation. It may go against the
grain to let criminals go unpunished, but no
major country has any intention of disman-
tling the Serbian Government by force and
arresting its leaders. Nor, realistically, is
the world ready for a prolonged boycott of
Serbia that would destabilize the region even
further and prevent any change for future
prosperity.

Our Balkan policy is too important to be
based on illusions. No lasting peace is pos-
sible without Serbian participation, and as
long as the Serbs do not widen the war, the
U.S. has nothing to gain and much to lose
from a prolonged gquarrel with Belgrade.

Clear thinking and decisive action—for a
change—represent the only hope for a rel-
atively safe path through the minefield. Oth-
erwise, we are likely to be bloodied and hu-
miliated by the most dangerous European
crisis in 50 years.

GAYS, BUT NOT GAY BEHAVIOR
HON. BARNEY FRANK

OF MASSACHUSETTS
IN THE HOUSE OF REPRESENTATIVES
Monday, February 22, 1993

Mr. FRANK of Massachusetts. Mr. Speaker,
one of the things of which we have too little
in our public debates is an effort to make pol-
icy according to consistent principles, even
when those principles might lead one to a re-
sult which one's political allies oppose.

The lead editorial in the Boston Herald for
Monday, February 1, is an example of the way
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in which people ought to reach conclusions on
significant public policy questions. | disagree
with some aspects of the editorial, in its com-
ments on President Clinton and more emphati-
cally in its comments about homosexuality.
But its main point articulates in a clear, com-
pelling, and persuasive fashion what the policy
of the U.S. Government ought o be with re-
gard to gay men and lesbians serving in the
military.

The final three paragraphs of this editorial
state the appropriate principle—that individuals
in the armed services should be judged on
their behavior, and not on any basic char-
acteristic—and also demonstrate how this
ought to be applied, by making the clear cut
distinction between activity on base, on duty,
or in uniform and conduct which takes place
off base, off duty, and out of uniform.

Mr. Speaker, | am impressed with this con-
clusion precisely because it comes from
someone with whom | do disagree about
some aspects of the question of homosexual-
ity in general, and | applaud the intellectual in-
tegrity of the Herald's editorial board. The two
sentences which conclude this editorial—
“gays and lesbians can, and do, make superb
soldiers. But their private sex lives, like all of
ours, should remain, pr‘rvate"—sum up pre-
cisely what gay men and lesbians should be
asking for. | am very pleased that the Boston
Herald has made this significant contribution
to this debate.

GAYs, BuT NoT GAY BEHAVIOR

It was inevitable that President Clinton's
promise to lift the ban on gays in the armed
forces would generate a firestorm of con-
troversy. That is not an argument for or
against it. But people may reasonably won-
der why this issue had to be raised during
Clinton's first week in office.

It's the economy, stupid—remember? “I
am going to focus like a laser beam on this
economy,” said Clinton one day after the
election. In his inaugural address, he de-
scribed the economy as ‘‘weakened
by . . . deep divisions among our own peo-
ple.” Does he think forcing into place a dras-
tic new policy on a subject so explosive is
going to heal those divisions?

In his first few days of piloting the ship of
state, our 43-percent president has come in
for heavy weather. His nomination of Zoe
Baird came apart in his hands. His rash of
abortion announcements last Friday galva-
nized pro-life enmity. His first pronounce-
ments on nuts-and-bolts economic policy re-
placed a campaign promise of tax relief with
a new threat of tax severity.

The nation does not need a wrenching de-
bate over gays in the military right now.
This could have waited.

But Pandora's box having been thrown
wide open, the issue needs to be settled.

Three principles are relevant here.

First, the function of the military is to de-
fend the national security of the United
States. Unit cohesiveness is critical to that
function. Any policy on military personnel
must be judged, at least in part, by its effect
on such cohesiveness.

Second, disapproval of homosexuality is
not simply blind bigotry. The gay lifestyle is
repudiated by every major religion, It is
manifestly not normative. Basic decency re-
guires each of us to regard homosexuals with
tolerance and with an awareness that few
people choose their sexual orientation. But
neither decency nor wisdom requires that
governments confer legitimacy on same-sex
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relationships, or treat them as a sort of co-
equal alternative to the bonds between men
and women.

Third, there is a fundamental difference
between being and deing. Your nature, your
orientation, your thoughts, your urges—
those must be irrelevant in the eyes of the
law. Thus, you cannot be discharged from
the Armed Forces for having a rebellious na-
ture; it is only when you act rebelliously
that you may be disciplined.

The best policy for the military is one that
melds these principles. In effect, that is what
U.S, District Judge Terry Hatter of the
Central California district ordered last
Thursday. Hatter struck down the ban on ho-
mosexuals and prohibited the military from
discharging gays *‘in the absence of sexual
conduct which interferes with the military
mission.”

The key decision Clinton announced Fri-
day—ordering recruiters to stop asking ap-
plicants about their sexual preference—is the
right one. It must remain quite clear,
though, that any homosexual activity while
on base, on duty, or in uniform continues to
be forbidden. Gays and lesbians can, and do,
make superb soldiers. But their private sex
lives, like all of ours, should remain—pri-
vate.

——

IN HONOR OF BILLY AND EMELYN
KIRBY, CELEBRATING THEIR
50TH ANNIVERSARY ON JANUARY
30, 1993

HON. CHET EDWARDS

OF TEXAS
IN THE HOUSE OF REPRESENTATIVES

Monday, February 22, 1993

Mr. EDWARDS of Texas. Mr. Speaker, |
rise today in honor of Billy and Emelyn Kirby
who celebrated their 50th wedding anniversary
on January 30, 1993.

It is indeed a special honor for me, Mr.
Speaker, for | have known the Kirbys since my
college days at Texas A&M. | owe a great
debt of personal gratitude to Billy for teaching
me the ways of Washington when | was a
young college graduate working for the chair-
man of the House Veterans’ Affairs Committee
nearly two decades ago. Then, as now, Billy
was acknowledged as one of America’s lead-
ing authorities on veterans' programs and
health care.

The first pages of this uniquely American
love story between Billy and Miss Em were
written just before World War Il in the town of
Clifton, a village known throughout Bosque
County and central Texas for its strong work
ethic and rigid moral standards befitting the
town's Norwegian founders. The Norwegian
influence in Clifton was so strong that even
after Billy and Miss Em had been dating for
quite some time, Miss Em's father, a devout
Lutheran minister, still referred to Billy as that
American boy.

That American boy began his military career
in 1940 as a member of Company K, 143d In-
fantry Regiment, 36th Division, of the Texas
National Guard. Just before he was shipped
overseas, he and Miss Em married and
honeymooned on Cape Cod. During the
Rapido River Battle in ltaly, Billy sustained
gunshot wounds to his right shoulder and arm
on January 21, 1944, Following his discharge
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from military service 2 years later, the former
staff sergeant and his young bride returned to
Dallas to begin a new life.

Billy then joined the Disabled American Vet-
erans [DAV] as a life member of Chapter 32
in Dallas and dedicated his life to his fellow
veterans. Shortly thereafter, Billy entered
American University in Washington, DC, to
study in the DAV National Service Officer
[NSQ] training program. He worked as a DAV
NSO in Dallas and Waco until 1962 when he
joined the staff on the House Veterans’ Affairs
Committee. In Washington, Billy worked with
such giants in the world of veteran’s affairs as
long-time committee chairman Olin E. Tiger
Teague and former committee staff director
Oliver E. Meadows.

Following his retirement from the Hill in
1977, Billy and Miss Em became extremely
active in the DAV on the local and national
level. His immense contributions to the DAV
were fully recognized when, after having
served 2 years as an elected vice com-
mander, Billy was elected national commander
of the million-member DAV in 1988-89.

Billy and Miss Em’s civic involvement has
also been extensive. In 1986, Billy was ap-
pointed to serve on the Texas Veterans’ Com-
mission and has held leadership positions in
several veterans, civic and political organiza-
tions in Bosque County. He and Miss Em
have also been extremely active members of
Trinity Lutheran Church in Clifton and have
devoted considerable time and effort to im-
prove medical care in the Clifton area.

But I'm sure Billy and Miss Em would agree
that their greatest accomplishment has been
raising two wonderful children, Larry and Phyl-
lis, and keeping an ever watchful eye on their
four beautiful grandchildren.

From a personal standpoint, | proudly con-
sider Billy Kirby a mentor and trusted advisor.
As a couple, | consider Billy and Miss Em to
be among my dearest friends. | can also say
unequivocally that no one in the 11th District
of Texas, which has one of our Nation’s larg-
est concentrations of veterans and veterans’
facilities, has done more to assist veterans
than Billy Kirby. In short, Mr. Speaker, Billy
Kirby is truly a veteran's veteran and a man
that | respect above all others. He is one of
those rare persons whose life has been totally
devoted to helping others without any interest
in personal recognition.

Mr. Speaker, | ask my colleagues to join me
now in congratulating Billy and Emelyn Kirby
on their 50th wedding anniversary. Very few
people are able to experience the kind of love
and commitment that Billy and Miss Em have
shared for these many years. Their dedication
to each other, to their family, to their commu-
nity, and to America's veterans is truly extraor-
dinary. It is my sincere hope that they will
share many more years of happiness together.

NATIONAL FFA WEEK
HON. WILLIAM H. NATCHER

OF KENTUCKY
IN THE HOUSE OF REPRESENTATIVES
Monday, February 22, 1993

Mr. NATCHER. Mr. Speaker, | am pleased
to join with the members of the National FFA
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Organization as they celebrate National FFA
Week this week. Through the FFA, students
enrolled in agricultural classes in public high
schools and vocational centers not only pro-
vide community services and increase their
knowledge of agriculture, but also gain valu-
able leadership skills. For this reason, FFA—
The Spirit of Leadership is an appropriate
theme for this year's National FFA Week.

In my home State of Kentucky, over 1,000
FFA members and teachers attended 1 week
of leadership training at the Kentucky FFA
Leadership Training Center in order to better
guide their local FFA chapters. The dedication
and ability of these people can be seen in the
results of regional, State, and national com-
petitions.

From the Second Congressional District of
Kentucky, the district | represent, winners at
the State FFA convention last June were:
Frank Nolan, Jr., of Spencer County in agricul-
tural electrification, Jeremy Hinton of LaRue
County in forage crop production, William C.
Dobson of Adair County in nursery operations,
Eric Butler of Adair County in outdoor recre-
ation, Scotty Clan of Hardin County in place-
ment of agricultural production, Kevin Thomas
of Hardin County in sheep production, Bobby
Wooldridge of Spencer County in soil and
water management, Joey Shine of Metcalfe
County in specialty crop productions, the
Spencer County FFA Chapter for the Building
Our Communities Program, Ginilin Barlow of
Barren County in the AIC contest—first place,
David Tucker of Taylor County in the AIC con-
test—second place, Jason Ferguson of Hardin
County in the AIC contest—third place, the
Central Hardin Chapter in chapter meeting,
Melodie Stull of Breckinridge County in im-
promptu speaking beef, the Breckinridge
County Chapter in farm business manage-
ment, the Warren East Chapter in the record
keeping contest, the Central Hardin Chapter in
FFA commodity marketing, and Jeff Wathen of
Marion County in creed speaking.

| am also proud to have regional Star State
FFA members in production and Star State
Agribusinessmen from the district | represent.
Gayle Aubrey of Breckinridge County, Angie
Montgomery of Spencer County, and Kirby
Hancock of Adair County were all recognized
as regional Star State FFA members in pro-
duction at the State FFA convention. Andrew
D. Koostra of Warren County was recognized
as the Star State Agribusinessman and Kevin
Whitworth of Breckinridge County and Paul
Smothers of Taylor County were both recog-
nized as regional Start State
Argribusinessman.

Several chapters from the Second Congres-
sional District of Kentucky were recognized for
chapter safety. The Spencer County Chapter
won second place in the State and the
Daviess County, Barren County, Edmonson
County, Metcalfe County, Breckinridge County,
Central Hardin, Bullitt Central, Spencer Coun-
ty, and Taylor County chapters were all recog-
nized as regional superior chapters.

Students are not the only ones recognized
for hard work and leadership through the Na-
tional FFA Organization. This past year, two
teachers from the State of Kentucky received
the Honorary American FFA Degree at the na-
tional FFA Convention in Kansas City, MO.
One of these individuals, Lloyd Home, is an
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agriculture teacher at Central Hardin High
School in Kentucky's Second Congressional
District.

All down through the years, the National
FFA Organization has helped young people
achieve their goals in the field of agriculture
and at this time, | would like to commend all
of those associated with the FFA throughout
Kentucky and across the Nation for their many
accomplishments. | wish them continued suc-
cess in the future.

R ——

THE 90TH ANNIVERSARY OF THE
SALT RIVER PROJECT

HON. BOB STUMP

OF ARIZONA
IN THE HOUSE OF REPRESENTATIVES

Monday, February 22, 1993

Mr. STUMP. Mr. Speaker, | rise today to sa-
lute the Salt River project, an institution that
this month celebrates its 90th anniversary as
the Nation's oldest multipurpose reclamation
project.

The company, headquartered in Tempe, AZ,
is the State's largest water supplier and the
third largest public power utility in the Nation.
It serves more than 550,000 customers in the
greater metropolitan Phoenix area, operates
six major dams and reservoirs, and has trans-
mission links throughout the Southwest. It
owns and participates in coal mines and gen-
erating stations in Arizona, California, Nevada,
New Mexico, and Colorado. And, it counts
among its customers some of the Nation's
foremost computer and electronic manufactur-
ers, aviation industries, mines, and agricultural
enterprises. From an Arizona vantage, from
Washington, DC, to the bond markets of New
York, the name of Salt River project [SRP] has
set a standard for high value, low-cost water
and power, and for financial reliability and sta-
bility.

At the core of SRP's reputation is a cor-
porate history that is tied deeply to the history
and development of Arizona. Born out of a
drought that parched the West in the late 19th
century, SRP was formed in 1903—9 years
before Arizona became a State. The compa-
ny's original purpose was to provide early set-
tlers with a reliable source of water for farm-
ing. To accomplish this, SRP's founders mort-
gaged their lands to the Federal Government
as loan collateral for the construction of Theo-
dore Roosevelt Dam—one of the first, great
projects of the U.S. Bureau of Reclamation.
When the dam was completed in 1911 in the
Salt River Canyon east of Phoenix, it stood as
one of the engineering triumphs of its time.
Dependable water supplies were achieved.
Agriculture flourished. As the Phoenix area
prospered, construction of five other dams fol-
lowed. Hydroelectric capabilities were devel-
oped and, in 1937, special action by the State
legislature formally put SRP into the power
business. The rapid growth of the Phoenix
area after World War Il and its transformation
into the commercial hub of the Southwest
came about in part through SRP's progressive
efforts, economic development programs, and
commitment to community partnerships.

Today, SRP and Arizona stand together at
the threshold of a new era and at the cross-




February 22, 1993

roads of a global market connecting to Latin
America and the Pacific rim. With advanced
programs in energy conservation, electric vehi-
cles, alternative fuels, and environmentally af-
fordable ways to supply water and power,
SRP is ready to help its customers assume
even stronger economic leadership in the 21st
century. SRP’s vision has helped shape the
West for 90 years. Its vision clearly will con-
tinue to shape Arizona’s future.

A TRIBUTE TO DUKE AND EVELYN
HILL

HON. JERRY LEWIS

OF CALIFORNIA
IN THE HOUSE OF REPRESENTATIVES

Monday, February 22, 1993

Mr. LEWIS of California. Mr. Speaker, |
would like to bring to your attention today the
fine work and inspired leadership of Edward
Gould Hill, Jr. (“Duke”) and Evelyn Hill who
have taken leadership roles in fostering music
for the cultural benefit of California’s Inland
Empire. The Hill's will be recognized for their
long-time commitment to the Inland Empire
Symphony later this week as they are pre-
sented with the 1993 Golden Baton Award in
San Bernardino, CA.

The Inland Empire Symphony Orchestra is a
31-year-old organization which offers a diverse
musical program each year. The 72-member
orchestra, which serves 6 performing arts
groups, also has a strong student music ap-
preciation program which brings members of
the orchestra to local schools.

Duke's father was concert pianist and music
teacher in the Chicago area, and his mother
operated Hill's Music and Book Store before
the family moved to California some years
later. Evelyn is a fifth generation San
Bernardino resident, a descendant of Jerusha
Gurnsey Bemis who settled in San Bernardino
with the Mormon train in 1854. Duke and Eve-
lyn met at San Bernardino Valley College and
were married in 1951. Since that time, they
have been blessed with three children, Ed-
ward, Claudia, and Alison.

In 1970, Duke became the sole proprietor of
his real estate appraisal, public acquisition,
and private investment business. In addition,
he has taught real estate courses at San
Bernardino Valley College and the University
of California at Riverside. He is also a mem-
ber of the Inland Empire Symphony Executive
Board. Evelyn has served as president and a
19-year board member of the Assistance
League of San Bernardino and president of
the San Bernardino National Charity League.
In addition, she was the founding president of
the Inland Empire Symphony Guild, has
served as the public relations chairman of the
Inland Empire Symphony Orchestra for 4
years, and has served as a docent for the
“Music in the Schools” Program since its in-
ception. She has also served on the benefit
committee and chaired or cochaired numerous
event since first becoming involved with the
Inland Empire Symphony Orchestra.

Mr. Speaker, | ask that you join me, our col-
leagues and friends in honoring Duke and
Evelyn for all they have done to revitalize the
Inland Empire Symphony which has become a
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solid part of San Bernardino’s cultural herit-
age. Their dedicated and selfless service to
our community is certainly worthy of recogni-
tion by the House today.

IN HONOR OF YOLANDA RUIZ ON
HER RETIREMENT

HON. JULIAN C. DIXON

OF CALIFORNIA
IN THE HOUSE OF REPRESENTATIVES

Monday, February 22, 1993

Mr. DIXON. Mr. Speaker, | rise today to pay
a special tribute to Yolanda O. Ruiz, who is
retiring after 20 years of devoted service to
the county of Los Angeles. The southern Cali-
fornia congressional delegation also joins me
in saluting Ms. Ruiz who has effectively
served as the county of Los Angeles' legisla-
tive liaison in Washington, DC.

Over the years, Yolanda has represented
the views and concerns of the county of Los
Angeles Board of Supervisors. She has clearly
earned the respect and admiration of those of
us in Congress who have had the pleasure of
working with her.

Ms. Ruiz is a versatile, competent, and well-
respected individual who overcame enormous
social odds. She was born in El Paso, TX, and
grew up in the barrios of east Los Angeles,
with three brothers and three sisters. Her
mother was a seamstress in a sweat shop in
the garment industry in Los Angeles and her
father barely earned minimum wages as a la-
borer on the railroad.

Yolanda held numerous jobs to pay for her
college education. She married Carlos Ruiz
and together they raised seven sons—Daniel,
Donald, Carols, Richard, Anthony, Michael,
and Nicholas. In 1971, Ms. Ruiz began an il-
lustrious career with the county of Los Ange-
les when she, her husband, and their children
moved to Washington, DC.

In addition to working for the county and
raising her family, Yolanda has been actively
involved in the PTA, Little League, the Red
Cross, her homeowners association, voter reg-
istration drives, community assistance for
Spanish-speaking persons, and a variety of
civic and social organizations. Most of us are
familiar with Yolanda's unfailing support of the
California State Society as a past president,
vice president, and presently, the society's
treasurer. In an age when our young men and
women are desperately seeking role models to
help guide and direct their lives, individuals
like Yolanda Ruiz stand out as a living testi-
mony that hard work and dedicated service
reaps a positive goal.

Mr. Speaker, we will miss Yolanda as she
retires from the county of Los Angeles. How-
ever, we are pleased that we had the pleasure
of knowing and working with such a gracious,
dedicated individual. She has completed a re-
markable career in public service. My col-
leagues and | wish her continued success in
her future endeavors.
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NASHVILLE-BASED NORTHERN
TELECOM RECEIVES IRS AWARD

HON. BOB CLEMENT

OF TENNESSEE
IN THE HOUSE OF REPRESENTATIVES

Monday, February 22, 1993

Mr. CLEMENT. Mr. Speaker, it is my pleas-
ure to pay tribute to a fine corporate constitu-
ent which has helped to dispel the perception
of a traditional adversarial relationship be-
tween business and government.

Northern Telecom, Inc., which is based in
Nashville, TN, recently received the Nation's
first Joint IRS Taxpayer Quality Improvement
Initiative Award for extraordinary commitment
toward improving tax administration. In pre-
senting the award to Martin Mand, executive
vice president and chief financial officer for the
company, IRS district director Glenn Cagle
said,

The Northern Telecom-IRS team rep-
resents the first time in the Nation, or pos-
sibly anywhere, that representatives from a
company under audit have worked side by
side with the examiners to improve key as-
pects of the audit process.

He added that the nationwide application of
what the IRS and Northern Telecom achieved
in Nashville can save untold hours and tax
dollars in similar examinations.

The award recognizes the fruits of a year-
long project that has led to substantial im-
provements in communications and informa-
tion flow between the two organizations and is
part of the IRS' quality improvement process
[QIP], a formal program begun in 1987 to im-
prove internal systems. New operations imple-
mented as a result of the alliance have led to
a 59-percent reduction in the average proc-
essing time for tax information requests at
Northern Telecom. Other benefits include a
more current examination procedure, reduced
auditing burden, and the establishment of a
foundation for further joint quality initiatives.

The project focused primarily on factors hin-
dering information delivery, such as resource
management, quantity of information re-
quested, and the clarity of requests. The part-
nership has been so successful that the IRS
Nashville district intends to use the project's
process as a model for other districts.

Northern Telecom is a leading supplier of
digital switching systems to the U.S. telephone
industry, digital communications systems to
the U.S. military, and is a major exporter of
telecommunications equipment. It is the lead-
ing global supplier of fully digital telecommuni-
cations systems, with over 58,000 employees
worldwide and annual revenues of $8.4 billion.
In the United States, there are over 22,000
employees, including about 800 at NTI's
Nashville headquarters, involved in design,
manufacturing, and sale of telecommuni-
cations products.

| extend my heartfelt congratulations to all of

the employees and executives at Northern
Telecom on their receipt of this award.
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IN RECOGNITION OF THE 90TH AN-
NIVERSARY OF THE SALT RIVER
PROJECT

HON. JIM KOLBE

OF ARIZONA
IN THE HOUSE OF REPRESENTATIVES

Monday, February 22, 1993

Mr. KOLBE. Mr. Speaker, one of the more
inspired city names in this great country is that
of Phoenix, AZ. The phoenix, a bird of ancient
Egyptian mythology, is said to have burned it-
self to ashes on a pyre, only to rise from those
ashes to live again. Like the legendary bird, its
urban namesake came to prosper only after
death and resurrection. A principal agent of
the city’s rebirth was the Salt River project, the
Nation's oldest multipurpose reclamation
project. | rise to pay tribute to SRP, which
proudly celebrates its 90th anniversary this
month.

The site of present-day Phoenix was first in-
habited by the Hohokam Indians, who dis-
appeared from the Salt River Valley in central
Arizona during the late 15th century. They left
behind many artifacts to remind us of their
presence but few clues to explain their sudden
disappearance. One theory holds that the
Hohokam, an agrarian society, was victimized
by the uncontrollable drought-flood cycles that
characterize many desert communities.

It was not until the late 19th century that
hearty pioneers attempted to resettle the
desert reaches of the Salt River Valley. Rec-
ognizing that effective settlement would be im-
possible without a reliable supply of water, a
group of far-sighted and courageous individ-
vals began planning a system of dams and
canals to bring water—and life—to the Valley
of the Sun. Such a system would be capable
of distributing water in times of drought and
conserving it in times of plenty.

Under the terms of the Reclamation Act of
1902, the Salt River Valley Water Users Asso-
ciation was incorporated on February 9, 1903.
Guided by the spirit of risk which led them to
Arizona in the first place, the incorporators
pledged their lands as collateral for the con-
struction of a Federal dam and water delivery
system to store and distribute waters of the
temperamental Salt River. Roosevelt Dam,
which upon its completion in 1911, was the
highest masonry dam in the world, was built at
a cost of 30 lives and $10.3 million. When
President Teddy Roosevelt traveled west to
dedicate the dam that was to bear his name,
the dream of reclamation was becoming a re-
ality for the intrepid pioneers of the Salt River
Valley.

From its modest beginnings, the Salt River
project—which now includes the Salt River
Valley Water Users Association and the Salt
River Agricultural and Improvement District—
has matured into an extensive and multifac-
eted enterprise. As the third-largest public
power company in the Nation, and the largest
water supplier in the State of Arizona, SRP
currently serves more than 560,000 business
and residential customers in central Arizona. It
has established itself as the low-cost provider
of quality water and power services in the Salt
River Valley and has been a national leader in
the development ol energy efficiency and
water conservation technologies.
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Mr. Speaker, | am proud to salute the men
and women of the Salt River project on the
occasion of the project's 90th anniversary. |
wish them every continued success as they
continue to chart the course for a bright and
promising future in the Valley of the Sun.

THE CLOSE-UP FOUNDATION'S
HONORING OF BILL GRETZINGER
AND MIKE McCAULEY

HON. WILLIAM D. FORD

OF MICHIGAN
IN THE HOUSE OF REPRESENTATIVES

Monday, February 22, 1993

Mr. FORD of Michigan. Mr. Speaker, | rise
today to commend two dedicated teachers, Bill
Gretzinger who teaches at Plymouth Salem
High School in Salem, M| and Mike McCauley,
who teaches at Plymouth-Canton High School
in Canton, MI. They have both won the Close-
Up Foundation's Linda Myers Chosen Award
for Teaching Excellence in Civic Education.

The Close-Up Foundation provides students
across the Nation the opportunity to leamn
about their Government first hand. Close-Up
brings civics students to Washington to learn
about Government, to meet with Government
officials, and with Members of Congress and
our stafis. |, along with many of my col-
leagues, have met with students on the Close-
Up program. We have helped teach students
about the Congress and the Federal Govern-
ment; the students have helped us learn the
concerns of the young people in our districts.
To the new Members of Congress, | highly
recommend active participation with the Close-
Up Foundation.

The Close-Up Foundation chose Mr.
Gretzinger and Mr. McCauley because they
demonstrated outstanding leadership, innova-
tion, and commitment to the Close-Up Foun-
dation’s citizenship education mission. Teach-
ing citizens, young and old, about their Gov-
ernment and about their civic rights and re-
sponsibilities is a valuable mission.

Both teachers have worked hard to accom-
plish this mission. Their two schools are the
two largest -participants in the Close-Up pro-
gram. Besides bringing over 1,500 students to
Washington through the Close-Up Foundation,
they have worked on the Classroom on
Wheels, a program to teach students about
city, county, and State government. By teach-
ing active participation in their governments
and getting students involved in the political
process, they have taught students how to
work to better their own future.

Students learn in many different ways. Text-
books and lectures are only two ways. Mr.
Gretzinger and ‘Mr. McCauley worked hard to
expand their students’ learning experience
both in and outside of the classroom. They
have given their students an unrivaled learning
experience. Their students have learned
through experience the workings of democ-
racy.
Mr. Gretzinger and Mr. McCauley know that
one learns best by doing. Thus, they inspired
their students to actively participate in their
own community. Students have started voter
registration drives, assisted senior citizens,
and have helped clean up the Rouge River.
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| have worked with both teachers in Wash-
ington and in Michigan. | know of no higher
praise than to say that their students are bet-
ter off for having had them as teachers and
that their communities are better off for having
them teach there.

| have long been proud of Michigan's edu-
cation community. Mr. Gretzinger's and Mr.
McCauley's inspirational work for their stu-
dents reminds me why.

SENATE COMMITTEE MEETINGS

Title IV of Senate Resolution 4,
agreed to by the Senate on February 4,
1977, calls for establishment of a sys-
tem for a computerized schedule of all
meetings and hearings of Senate com-
mittees, subcommittees, joint commit-
tees, and committees of conference.
This title requires all such committees
to notify the Office of the Senate Daily
Digest—designated by the Rules Com-
mittee—of the time, place, and purpose
of the meetings, when scheduled, and
any cancellations or changes in the
meetings as they occur.

As an additional procedure along
with the computerization of this infor-
madtion, the Office of the Senate Daily
Digest will prepare this information for
printing in the Extensions of Remarks
section of the CONGRESSIONAL RECORD
on Monday and Wednesday of each
week.

Meetings scheduled for Tuesday, Feb-
ruary 23, 1993, may be found in the
Daily Digest of today’s RECORD.

MEETINGS SCHEDULED

FEBRUARY 24

9:30 a.m.
Commerce, Science, and Transportation
To hold hearings on S. 4, to promote the
industrial competitiveness and eco-
nomic growth of the U.S. by strength-
ening and expanding the civilian tech-
nology programs of the Department of
Commerce.
SR~253
Energy and Natural Resources
To hold oversight hearings on energy tax
options.
SH-216
Governmental Affairs
To hold hearings to examine prolifera-
tion threats of the 1990's.
SD-342
Special on Aging
To hold hearings to examine the Federal
Government's role in the research and
development of new pharmaceutical
products in the U.S., focusing on AIDS
and cancer drug treatments.
SD-G50
10:00 a.m.
Appropriations
Legislative Branch Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for the Leg-
islative Branch, focusing on the Cap-
itol Police Board and the Architect of
the Capitol.
SD-116
Appropriations
Treasury, Postal Service, General Govern-
ment Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for the De-
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partment of State, Department of De-
fense, U.S. Customs Service, General
Accounting Office, Drug Enforcement
Administration, and the U.S. Border
Patrol.

SD-192

Banking, Housing, and Urban Affairs
To hold hearings to examine mortgage

and other lending discrimination.

Budget
To resume hearings to examine the
President’s economic plan.
SD-608
Labor and Human Resources
To hold hearings to examine American
education standards and goals for the

future.
SD-430
2:00 p.m.
Armed Services
To hold hearings on the status of United
States Government assistance to the
former Soviet Union.
SR-222

FEBRUARY 25

9:30 a.m.
Energy and Natural Resources
To hold hearings on 8. 338, to revise the
Petroleum Marketing Practices Act to
clarify the Federal standards governing
the termination and nonrenewal of
franchises and franchise relationships
for the sale of motor fuel.
SD-366
Veterans®' Affairs
To hold joint hearings with the House
Committee on Veterans Affairs to re-
view the legislative recommendations
of the Paralyzed Veterans of America,
the Blinded Veterans of America, the
Military Order of the Purple Heart, the
Jewish War Veterans, and the Retired
Officers Association.
345 Cannon Building
10:00 a.m.
Appropriations
Legislative Branch Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for the Leg-
islative Branch, focusing on the Li-
brary of Congress and the Government

Printing Office.
SD-116
Finance
To hold hearings on U.S. trade policy
issues.

Room to be announced

Governmental Affairs
Business meeting,

calendar business.

to consider pending

SD-342
Small Business
To hold oversight hearings on the Small
Business Administration's microloan
demonstration program.
SR-42BA
Joint Organization of Congress
To resume hearings to examine congres-
sional reform proposals, focusing on
procedures for enforcing ethical stand-
ards.

5-5, Capitol
2:00 p.m.
Energy and Natural Resources
Public Lands, National Parks and Forests
Subcommittee
To hold hearings on S. 206, to designate
certain lands in the State of Colorado
as components of the National Wilder-
ness Preservation System, and S. 341,
to provide for a land exchange between
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the Secretary of Agriculture and Eagle
and Pitkin Counties in Colorado.
SD-366

FEBRUARY 26

10:00 a.m.
Appropriations
Legislative Branch Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for the Leg-
islative Branch, focusing on the Joint
Committee on Printing and the Gen-
eral Accounting Office.
SD-116

MARCH 2
9:30 a.m.
Governmental Affairs
To hold hearings on S. 185, to restore to
Federal civilian employees their right
to participate voluntarily, as private
citizens, in the political processes of
the nation, to protect such employees
from improper political solicitations.
SD-342
Veterans' Affairs
To hold joint hearings with the House
Committee on Veterans Affairs to re-
view the legislative recommendations
of the Veterans of Foreign Wars.

345 Cannon Building
10:00 a.m.
Appropriations
Commerce, Justice, State, and Judiciary
Subcommittee

To hold hearings on proposed budget es-
timates for fiscal year 1994 for the Ju-
diciary.

S-146, Capitol
2:30 p.m.
Appropriations
Foreign Operations Subcommittee

To resume hearings to examine issues

and solutions for reforming foreign aid.
SD-192

MARCH 3
9:30 a.m.
Energy and Natural Resources
Business meeting, to consider pending
calendar business.
SD-366
Rules and Administration
To hold hearings on S. 3, 5. 7, S. 62, S. 87,
and S. 94, Congressional election cam-
paign finance reform proposals.
SR~301

MARCH 4

9:30 a.m.
Rules and Administration
To continue hearings on 8. 3, S. 7, 8. 62,
S. 87, and S. 94, Congressional election
campaign finance reform proposals.
SR~301
10:00 a.m.
Appropriations
Transportation Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for the Fed-
eral Railroad Administration, and the
National Railroad Passenger Corpora-
tion (AMTRAK), focusing on high-
speed rail.
SD-192
MARCH 5
10:30 a.m.
Veterans' Affairs
To hold oversight hearings on the
present and future role of veterans’
health care system.
SR-418

3255

MARCH 9

10:00 a.m.
Appropriations
Foreign Operations Subcommittee
To hold hearings on reforming the Agen-
cy for International Development’s
structure and goals.
SD-192

MARCH 11

10:00 a.m.
Appropriations
Transportation Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for the Fed-
eral Transit Administration, and the
General Accounting Office, focusing on
transit needs.
SD-138

MARCH 16
2:30 p.m.
Appropriations
Foreign Operations Subcommittee
To hold hearings to examine the pur-
poses of foreign aid in the post-cold
War era.
SD-138

MARCH 17

10:00 a.m.
Appropriations
Transportation Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for the Na-
tional Transportation Safety Board.
SD-192

MARCH 18

9:00 a.m.
Rules and Administration
Business meeting, to mark up proposed
legislation relating to Congressional
election campaign finance reform.
SR~301

MARCH 23
10:00 a.m.
Appropriations
Foreign Operations Subcommittee

To hold hearings on proposed budget es-
timates for fiscal year 1994 for foreign

assistance.
SD-192

MARCH 24

10:00 a.m.
Appropriations
Transportation Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for the De-
partment of Transportation.
SD-116

MARCH 30
2:30 p.m.
Appropriations
Foreign Operations Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for foreign
assistance, focusing on multilateral as-
sistance funding and policy issues.
SD-138

MARCH 31

9:30 a.m.
Veterans' Affairs
To hold joint hearings with the House
Committee on Veterans' Affairs to re-
view the legislative recommendations
of AMVETS, the Veterans of World
War I, the Vietnam Veterans of Amer-
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ica, the American Ex-Prisoners of War,
and the Non-Commissioned Officers As-
sociation.

345 Cannon Building

APRIL 1

10:00 a.m.
Appropriations

Transportation Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for the Fed-
eral Highway Administration, focusing
on implementation of the Intermodal
Surface Transportation Efficiency Act.
SD-116

APRIL 20
2:30 p.m.
Appropriations
Foreign Operations Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for foreign
assistance, focusing on sustainable de-
velopment goals and strategies.
SD-138
APRIL 21

10:00 a.m.
Appropriations
Transportation Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for the Of-
fice of Motor Carriers (FHWA), the Of-
fice of Research and Special Programs,
and the Office of Inspector General, fo-
cusing on truck safety and hazardous
materials.
8D-192
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APRIL 27
2:30 p.m.
Appropriations
Foreign Operations Subcommittee
To hold hearings to examine foreign aid
transnational issues, focusing on popu-
lation, environment, health, and nar-
cotics.
SD-138

MAY 4
2:30 p.m.
Appropriations
Foreign Operations Subcommittee
To hold hearings to examine foreign as-
sistance and U.S. international eco-
nomic interests.
SD-138

MAY 6
10:00 a.m.
Appropriations
Transportation Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for the Fed-
eral Aviation Administration, focusing
on procurement reform.
SD-138

MAY 11
2:30 p.m.
Appropriations
Foreign Operations Subcommittee
To hold hearings to examine foreign as-
sistance and U.S. foreign policy and se-
curity interests.
SD-138
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MAY 13

10:00 a.m.
Appropriations
Transportation Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for the U.S.
Coast Guard, focusing on marine
safety.
SD-138

MAY 25
2:30 p.m.
Appropriations
Foreign Operations Subcommittee
To hold hearings on foreign assistance
and the transition to democracy in the
former Soviet Union and eastern Eu-
rope.
SD-138

MAY 27

10:00 a.m.
Appropriations
Transportation Subcommittee
To hold hearings on proposed budget es-
timates for fiscal year 1994 for the Na-
tional Highway Traffic Safety Admin-
istration, focusing on drunk driving.
SD-138

JUNE 8
10:00 a.m.
Appropriations
Foreign Operations Subcommittee

To hold hearings on proposed budget es-
timates for fiscal year 1994 for foreign

assistance.
SD-138
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